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New Irwin Marketing Texts 


MARKETING: Principles and Methods 4th Edition 


By Charles F. Phillips, President, Bates College, and Delbert J. Duncan, University of 
California 


Principally for use in basic marketing courses, but of interest and value to businessmen en- 
gaged in marketing, this book offers a broad picture of how consumer and industrial goods are 
marketed. The authors have defined and evaluated our present marketing system and indicated 
significant changes which have taken place since the last edition. 


BASIC MARKETING: A Managerial Approach 


By E. Jerome McCarthy, University of Notre Dame 


This new approach to the study of marketing gives the student an extensive and essential 
knowledge of basic marketing, including efficient organization and management of the market- 
ing process, It is written from the viewpoint of the marketing manager, and sees marketing 
situations in that context. 


MARKETING MANAGEMENT Revised Edition 


By D. Maynard Phelps, University of Michigan, and J. Howard Westing, University of 
Wisconsin 


The purpose of this book is to present a comprehensive analysis of the problems encountered 
by marketing executives and sales managers in modern business enterprises. This analysis 
involves planning the product, investigation of the market, pricing, and management of sales 
and service personnel. 


THE ROLE OF ADVERTISING: A Book of Readings 


Edited by C. H. Sandage, University of Illinois, and Vernon Fryburger, Northwestern 
University 


This volume, analyzing the role of advertising in our contemporary society, may be used as a 
supplementary text for basic courses in advertising or related fields. The selected readings 
stress the role of advertising in our economy, its communication function, social impact, applica- 
tions to business, and social responsibilities of its practitioners. 


CONSUMER AND COMMERCIAL CREDIT 
MANAGEMENT 


By Robert H. Cole, University of Nebraska, and Robert S. Hancock, University of Minnesota 


This book analyzes the complete procedures involved in making commercial and consumer 
credit decisions. It has been divided into five major parts: (1) an introduction to credit and 
collections; (2) consumer credit; (3) analysis and management of consumer credit; (4) 
business credit, government credit, and foreign credit; and (5) management of commercial 
credit. 
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When a market tester needs store audit data, 
his need is apt to be critical: not subject to 
delay for tooling up a network of test cities. 
SRI today offers 230 test cities in the United 
States, 18 in Canada. Marketers have long 
used the list as a workbook. Indeed, mention 
of many of these cities evokes from research 
directors the identification SRI. To a research 
agency, joy of heart’s desire! 


How did we get there? 


Crisscross and cross-country, we knocked on 
chain headquarters’ and key independents’ 
doors. From the middle forties, on. By hard- 
pan example, we showed how measurement of 
merchandise movement confirms or corrects 


test marketing action; how the resultant na- ~ 


tional programs produce profits for marketer 
and store alike. Missionaries sometimes attain 
their rewards on earth: fact and fervor 
opened, for SRI, doors that seemed impreg- 
nable. SRI was in. 


To be in the test cities that marketers require, 
to be in the stores that test marketers want: 
oughtn’t that be enough? It isn’t. 


Selling Research, Inc. 


THE RECIPE 
FOR 

RABBIT STEW 
REMAINS 
UNCHANGED 


A man is known by his work. SRI is known by 
the work of its auditors and field supervisors. 
If our people are idealistic without being 
starry eyed, if their attitude to responsibility 
is old fashioned, that’s the way we want them. 
Consider the job you ask your store audit 
agency to do. It isn’t a survey. Or investi- 
gation. Or study. It’s an audit. 


The books are packages on shelves, in displays, 
in cartons, in backrooms. The books are in- 
voices, store and stock transfer slips, return 
records. The documentation is there; the 
auditor must get it—a/l. The supervisor must 
validate it—in the field. That’s the job; there 
are no safe shortcuts. 


When SRI delivers your store audit report, you 
can bank on it. America’s leading marketers 
do! Eighty-five percent of our work is for 
clients we have served before. Get the facts 
now on SRI tailor made store audits in mar- 
ket-by-market and area testing. And, on Sell- 
O-Rator® National Food and Drug Indexes. 
Selling Research, Inc., 92 Liberty Street, New 
York 6, N. Y. 


NATIONAL 
STORE 
AUDITS 


YOUR FASTEST REPORTS ON MERCHANDISE MOVEMENT COME FROM SELLING RESEARCH: Appliance * Automotive 
Confectionery * Department * Drug * Grocery * Hardware * Jewelry * Liquor * Soft Goods * Stationery * Variety 
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ANNOUNCING A COMPETITION 
for exceptional plans 


in the field of 
TELEVISION RESEARCH 


SPONSORED BY A GOVERNING COMMITTEE — MARK A. MAY, 
CHAIRMAN; LEON ARONS, SECRETARY; C. RAY CARPENTER, 
JOHN B. CARROLL, JOSEPH KLAPPER, PAUL F. LAZARSFELD, 
WILBUR SCHRAMM, MILTON SHERMAN, SAMUEL A. STOUFFER 


Designed to contribute to the advancement of scientific 
knowledge in the field of mass communication 


PURPOSE: This Competition was de- 
vised to produce exceptional plans for 
television research, either for television 
itself, or in relation to other means of 
communication. It is our hope that this 
Competition will excite the imagination 
and inspire the participation of unusu- 
ally competent persons in universities, 
business, industry, government service 
and all basic fields of activity. 


NATURE AND SCOPE: The main 
concern is with television and human 
behavior. “Behavior” is used broadly 
here to include consumer behavior as 
in purchase process, advertising; edu- 
cation and learning; civic behavior; in- 
terpersonal relations; cultural activi- 
ties; as well as any other aspect of 
behavior, psychological and social. Plans 
may pertain to either basic or applied 
problems, and may involve experimental 
studies, surveys, correlational studies, 
methodological developments, conceptu- 
al models and communication theory, 
or any combination of these. Explora- 
tory studies are acceptable. 


JUDGING: Each plan will be judged 
on the basis of the importance of the 
problem selected, its freshness, original- 


ity, and “breakthrough” potential; the 
soundness of the plan, including the ex- 
tent to which it takes important varia- 
bles into account; the generalizability 
of results or concepts; the plan’s feasi- 
bility; and its completeness and clarity 
of presentation. Plans will be evalu- 
ated by a panel of distinguished spe- 
cialists drawn from appropriate disci- 
plines. 


ELIGIBILITY: The Competition is 
open to everyone, except members of 
the governing committee and their im- 
mediate families. 


AWARDS: Eighteen plans will be se- 
lected for publication in a special book, 
and the authors of each will receive an 
honorarium of $250. The authors of the 
two outstanding plans will be awarded 
further with $4,000 and $1,500 respec- 
tively. 


Entries will be received until March 15, 
1961. 
* 


Write for more particulars on specifica- 
tions, rules, ete. Secretary, Governing 
Committee, TV Competition, 1 Rocke- 
feller Plaza, New York 20, New York. 


The Competition is being underwritten by the Television Bureau of Adver- 
tising, Inc., a non-profit organization supported by the television industry. 
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CIRCULATION 


The JOURNAL OF MARKETING is circulated in every state of the United States and in fifty-two 
foreign countries to sales managers, promotion managers, advertising specialists, business con- 
sultants, marketing-research executives, teachers of marketing, and other people interested in 
marketing, as follows: 


Business (excluding services) 43% Trade & consumer services 4% 
Business & professional services 27 Government 

Academic 13 Utilities 1 
Publications & communication 6 Miscellaneous 4 
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lished by the American Psychological Association), and with sociological implications in Socio- 
logical Abstracts (published by the American Sociological Society). 

University Microfilms, 313 North First Street, Ann Arbor, Michigan, microfilms the JouRNAL 
for distribution to libraries and other subscribers who wish to use microfilm for storage, instead 


of the paper edition. 
REPRINTS OF ARTICLES 


Reprints of every article in this issue are available (as long as the supply lasts) at the follow- 
ing prices: 


Single reprint $1.00 Four to 99, each $0.50 
Two reprints 1.50 First 100 40.00 
Three reprints 1.80 Additional 100’s, each 20.00 


Special prices for large quantities, 


Blue covers are usually available on orders of 100 or more when so specified by buyer—add 
15% to above prices, Send your order to: American Marketing Association, 27 East Monroe 
Street, Chicago 3, Lllinois. 


SUBMISSION OF MANUSCRIPTS 


In general, manuscripts submitted for possible publication should not be over 4,000 words in 
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the Editor. The JOURNAL assumes no responsibility for opinions expressed by contributors. 
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PRINCIPLES OF MARKETING 


THEODORE N. BECKMAN, The Ohio State University; 
HAROLD H. MAYNARD, late of the Ohio State University; 
and WILLIAM R. DAVIDSON, The Ohio State University 


In continuous use for over three decades, 
this outstanding textbook provides a broad 
understanding of the development, present 
status, and operations of the marketing sys- 
tem, and the role of this system in our econ- 
omy. Book critically analyzes the tasks per- 
formed in marketing and the various 


institutions which perform them; discusses 
such concepts and techniques as value added, 
motivation research, and non-store retailing. 
“A superior text ... well written.”—-ALFRED 
Gross, New York University. Instructor's Man- 
ual available. 6') Ed., 1957. 798 pp.; 33 ills., 
tables. $7.50 


WHOLESALING 


THEODORE N. BECKMAN, The Ohio State University; 
NATHANAEL H. ENGLE, University of Washington; and 
ROBERT D. BUZZELL, The Ohio State University 


The definitive work in its field, this book pro- 
vides a thorough understanding of the nature 
of wholesaling, its functions, and the manage- 
ment of a wholesaling enterprise. It combines 
information on scientific management, inte- 
grated wholesaling, internal operating methods, 
and planning and research. Special attention 
is devoted to significant new concepts such as 


value added, productivity, and the use of per- 
formance measures in managerial control. “Ex- 
cellent background for individuals in any 
phase of wholesale company management.”— 
N.A.A. Instructor's Manual avail- 
able. 3rd Ed., 1959. 705 pp.; 90 ills., tables. 


$8.00 


RETAILING MANAGEMENT 


WILLIAM R. DAVIDSON, The Ohio State University; 
and PAUL L. BROWN, National Coal Association 


Second Edition of this highly successful text- 
book is designed to give a complete under- 
standing of the principles and practices of 
efficient retail management. It offers a care- 
fully balanced treatment of small, medium- 
sized, and large-scale operations. Book stresses 
throughout the basic management factors es- 


sential to sound planning, profitable opera- 
tions, and effective control of procedures, sys- 
tems, and techniques, “The outstanding 
textbeok on principles of retailing today.”— 
Steven J. Suaw, University of South Carolina. 
Instructor’s Manual available. 2nd Ed., 1960. 
809 pp.; 102 ills., tables, exhibits. $8.00 


SALESMANSHIP 


ALFRED GROSS, New York University 


Reinforcing basic principles with numerous 
practical examples, this highly popular text- 
book stresses a strong market study approach. 
It details the complete selling process; incor- 
porates recent developments in industrial sell- 
ing and diversified selling services. Book dis- 
cusses the sales management’ viewpoint 


together with tested procedures for maintain- 
ing good will and improving sales efficiency. 
“Appropriate and important to the art of sell- 
ing.”—Epwarp P. Correy, University of San 
Francisco, Instructor's Manual available. 2nd 
Ed., 1959. 580 pp., 61 ills. $7.00 
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Seventy-two recent articles cover: 

e Concepts of psychology and sociology 
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e Specific sales problems — such as the 
technique of selling against competition. 
1960, 432 pp., $4.25 


COMMUNICATION IN 
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WILLIAM M. SCHUTTE 
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Carnegie Institute of Technology 


“I find this an extraordinarily intelligent 
presentation: I particularly appreciate the 
lavish use of ‘case’ material of both good 
and bad quality, for this calls thought, dis- 
crimination, and conscious judgment into 
play on the part of the student. This is a 
really ‘modern’ text, with all the proper 
implications.” Herbert Prescott, Grinnell 
College. - 


1960, 410 pp., $4.75 


HOLT, RINEHART AND WINSTON, INC. 
383 Madison Avenue, New York 17, New York 


‘ 
i 
tf 


THESE 
YOUR PROBLEM? 


/f you sell to the new construction market, 
DODGE CONSTRUCTION STATISTICS | 


can help you \ 
gaining ground in your market; send for | 
this free eo 
e in making valid short-term predictions—to booklet ' 
control inventory, production and promotion; | F., W. Dodge Corporation, Dept. JM40 
e in setting realistic sales quotas; 119 West 40th Street, New York 18, N. Y. ; i 
Pi “Dodg 
e in evaluating performance vs. potential for struction Statistics Better, ‘Safer, 
individual salesmen and distribution outlets, | re Profitable Business Decisions.” 
w. DO 
DODGE CONSTRUCTION STATISTICS : 


...a new title 
MARKETING RESEARCH 


PRINCIPLES AND READINGS 
By Parker M. Holmes, Marquette University 


Here is a book written by an author who is experienced in teaching and in 
research activities. The author recognizes that the survey method is only one 
way of solving marketing problems. Other concepts of marketing research, 
such as published sources of information and the company’s own sales records, 
are also included. Emphasis is placed on the practical applications of market- 
ing research and its function in the business enterprise. Controversial issues 
are presented when they contribute to developing a broad perspective of 
the field. 
A substantial portion of MARKETING RESEARCH is devoted to research in 
the industrial marketing field. The textual material and the selected articles 
are both pointed toward helping management, who must make use of the find- 
ings, as well as the marketing researcher. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
CINCINNATI 27, NEW ROCHELLE, N. Y., CHICAGO 5, SAN FRANCISCO 3, DALLAS 2 
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like 
nothing else 


comparable... 


MULTICARD SURVEY 


helps you 


e SCREEN FOR USERS 
e CHART TRENDS 


...0n a continuing basis! 


Multicard Survey is an adjunct introduction three years ago. Write 
to NFO’s regular fact-gathering for details. 
™. nique that reaches your choice o nother servi 
10,000, 15,000 or 20,000 represent- A ice of... 
ative families once every three 


months...and for as little as 15c NATIONAL FAMILY OPINION 


7 per contact! Its outstanding ac- 
ceptance is attested to by some of INCORPORATED 
the finest names in business today. 
They have used it to make well °° 8*3!5 Toledo 1, Ohio 


over a million interviews since its NEW YORK ° CHICAGO 
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effectively. 


ARKETING people, as everyone else, 
have a sincere and understandable in- 
terest in observing the effects of their own 
activities. How else are they to know if 
their activities have real significance? 
However, the vast majority of advertis- 
ing men are denied this privilege. It is a 
pleasure reserved only for that small minor- 
ity engaged in the preparation of adver- 
tisements which have some criterion of 
effectiveness built into them, such as mail- 
order ads. 
Nevertheless, the experiences of this 
privileged minority have made possible the 
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@ ALFRED POLITZ 


Why does so much of our contemporary advertising violate the rules 
of effective communication, the application of which could easily in- 
crease the power of advertising? 

This article explains why . . . by pointing out several factors which 
have been overlooked or misunderstood in advertising theory. It also 
tells how the advertiser can make his advertising operate much more 


statement of certain principles which can 
be applied to advertising in general. Un- 
fortunately, most of the advertising in our 
national media is witness to the fact that 
these principles are not very widely prac- 
ticed. 

On the other hand, advanced consumer 
research leads to conclusions almost identi- 
cal to those which have been arrived at by 
advertising people who have been permitted 
to see directly the results of their own work. 
What are some of the conclusions about 
effective advertising which have emerged 
from consumer studies and experiments? 


NOT GIMMICKS FOR 
ADVERTISING’S EFFECTIVENESS 
One conclusion is that intellectual gim- 
micks, cleverness, wittiness, or ingenious 
and tricky word combinations do not add to, 
but rather subtract from, the effectiveness 
of advertising. Even slogans are of doubt- 
ful value. In fact many of these so-called 
attention-getting devices actually operate as 
distractions. 
Efficiency in advertising seems to depend 
on the use of simple language—simple di- 
rect presentation of sales arguments—and 
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the avoidance of tricky attention-getting 
devices unrelated to the product itself. Here 
are a few examples. 

An advertisement for phonograph records 
uses an illustration of a woman breaking 
a phonograph record by stepping on it. 
Presumably this illustration is intended to 
catch the consumer’s attention and lead to 
the next revelation: that steel needles also 
ruin phonograph records. To be sure, the 
needles do not ruin them as thoroughly or 
as quickly as a woman stepping on them, 
but nevertheless they do serious harm. 
After this devious opening gambit, we are 
finally permitted to learn the moral of the 
story—the true sales point: diamond nee- 
dles preserve records. 

The creator of this copy apparently had 
convinced himself that the consumer would 
not be interested in the simple fact that 
phonograph records are ruined by steel 
needles but can be preserved by using dia- 
mond needles. Therefore, the copy writer 
felt compelled to try to catch the con- 
sumer’s attention by the “more interesting” 
picture of a record being brutally broken 
by a woman’s foot. 

In another advertisement, traveler’s 
checks were offered as the right way to 
carry money. But in the headline the word 
“right” was spelled “write.” The copy 
writer seems to assume that the reader of 
the advertisement wants to be entertained, 
to be impressed by wittiness and by an 
unusual use of the English language. He 
assumes that the reader (presumed to be 
the common man with ordinary intelli- 
gence) will be pleasantly surprised to see 
this game of words. This pleasant feeling, 
he hopes, will generalize to the traveler's 
checks and will increase the reader’s inter- 
est in using them instead of cash when he 
travels. 

These examples are so extreme as to be 
almost unrealistic. However, in almost any 
copy of a national magazine we can find 
milder forms of the same disease: tomato 
catsup described as “what eggs scramble 
for,” television picture-tube purchasers ex- 
horted not to be “Vidiots,” or a telephone 
instrument described as a “conversation 
piece.” We can also find roses growing out 
of liquor bottles, dogs dressed as policemen, 
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and women apparently walking on clouds. 
Are the products to be sold so pitifully 
drab and uninteresting that the consumer 
must be entertained or shocked before he 
will attend to them? 

An even more innocent appearing exam- 
ple was brought to light several years ago. 
For many years the Socony Mobil Oil Com- 
pany used the symbol of “the flying red 
horse” to identify its service station outlets. 
The argument in favor of using this symbol 
rather than the simple word “Mobil” was 
that the flying red horse gave pleasure to 
the motorists who viewed it, and suggested 
lightness, power, and speed, whereas the 
single word “Mobil” was drab and colorless. 
Considerable evidence had been accumulated 
that the horse was an inefficient communica- 
tion. 

As a final assault on this question, the 
following experiment was designed: 

“An automobile equipped with a 
movie camera was driven along roads 
where Mobilgas and other gas stations 
were located. As the camera moved 
along, it photographed every gasoline 
outlet on the way. After the film was 
developed, the number of Mobil sta- 
tions and other brands was equalized. 
To avoid bias, the selection was random. 

“Various audiences were invited to 
see the movie thus prepared, and after- 
wards every member in each audience 
was requested to tell what brands of 
station signs were on the road, and ap- 
proximately how many of each he 
thought there were. The frequency of 
the flying red horse sign was under- 
estimated down to about one-half of 
that of its most efficient competitor.” 
The outcome of this experiment revealed 

that the station sign of Socony Mobil Oil 
Company was losing substantial parts of its 
competitive sales opportunities by clinging 
to a symbol which had associations which 
were pleasant but irrelevant to the problem 
of identifying Mobil stations. 

These advertisements and signs com- 
municate in a manner that deviates drasti- 
cally from communication as it takes place 
in other phases of our daily life . . . in the 


editorials of newspapers and magazines, in 
teaching, in simple conversation, and in 
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ordinary sales talk. Directness and sim- 
plicity have been replaced by carefully con- 
trived detours, which can be very costly 
indeed. 

A simple change in the wording of a 
headline may increase the efficiency of an 
advertisement by several hundred per cent. 
For example, in a split-run test the follow- 
ing two headlines were compared: “New 
Jobs Are Offered In Television Station” and 
“Television Courses for $11.60 per week.” 
The first of these headlines returned six 
times as many orders as the second—six 
times the value for an identical investment 
in advertising space. If a change only in 
a headline can produce differences of this 
order of magnitude, imagine how these dif- 
ferences might be compounded by changes 
in the whole copy treatment. 

It seems a modest hope that an increase 
in the knowledge of the principles of ad- 
vertising will enable an advertiser to double, 
at least, the value he receives for each 
advertising dollar invested. 


THE OVERLOOKED FAMILIARITY PRINCIPLE 


The average “expert” in advertising must 
apply a substantial part of his ingenuity 
and inventiveness to tricks and gimmicks 
which lower the efficiency of advertising, 
rather than raising it. If it is true that 
a simple change in the wording of a head- 
line can produce a six-fold change up or 
down in the efficiency of the ad, why do we 
not more often notice advertising campaigns 
leading to business disaster? 

The reason is that at least two mecha- 
nisms operate in advertising. One of these, 
the “Persuasion Principle,” has been widely 
discussed in writings on advertising. The 
second, which we may call the “Familiarity 
Principle,” has been much neglected. 

The familiarity mechanism in advertising 
is often overlooked in analytical discussions 
of advertising. However, it is possible for 
this mechanism to operate effectively even 
in an advertisement in which persuasion 
operates at an almost negligible level. 

The Familiarity Principle is fairly easy 
to state and simple to understand: Some- 
thing that is known inspires more confidence 
than something that is unknown. 

Thus, a consumer confronted with two 


products, and having no knowledge of the 
physical characteristics of either of them, 
will almost certainly choose the one whose 
brand name is more familiar to him. Con- 
sequently, a piece of advertising which does 
nothing else but mention the name of the 
product will contribute something to the 
sales of that product, simply by creating an 
awareness of the brand name that gener- 
ates this minimum amount of confidence. 

Advertising can survive, and even give 
the appearance of some efficiency, by trad- 
ing on this unavoidable, minimum effect of 
familiarity. Many advertisers, in fact, can 
afford to rest their whole case on it. Mar- 
keters of chewing gum, soft drinks, and 
cigarettes often have gained a powerful 
position through the deliberate use of ad- 
vertising that concentrates on simply mak- 
ing the brand familiar by merely showing 
the brand name. 


COPY AND FLEXIBILITY 


But advertising copy is intended to per- 
form a function beyond the mere develop- 
ment of familiarity with the brand name. 
Copy is intended to shape motives and de- 
sires, to build believability, and to provide 
a reason for selecting a particular brand 
over all others. It is the most flexible part 
of the advertising message. (The word 
“copy,” as is used here, refers to headlines, 
text, pictures, sound—everything intended 
to carry a message about the product, be- 
yond its name, to the consumer.) In the de- 
velopment of advertising, it is the copy 
function which demands the greatest skill, 
creativeness, and intelligence. 

Every advertising man wants to create 
“good” copy. And yet what criteria can the 
advertising man apply in deciding that one 
piece of copy is good and another bad? 
What are the criteria of efficiency in copy? 
The great problem is that we cannot relate 
a specific sales increase or decrease to a spe- 
cific advertising act such as a copy treat- 
ment, a sound effect, a headline, or a sales 
point. Indeed, it is almost naive to imagine 
that any relationships can be established 
between specific advertising actions and 
sales. 

The reasons are manifold. For one thing, 
even in the most favorable marketing situa- 
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tion which we can contrive, it is difficult to 
separate the familiarity effect from the per- 
suasive copy effect of advertising. A piece 
of advertising with “depressing” copy can 
fall back upon the familiarity principle as 
long as a brand name is mentioned. Many 
advertising successes which are attributed 
to copy are in reality simply the unavoid- 
able minimum success solidly secured by the 
Familiarity Principle. 

Furthermore, when we attempt to relate 
specific advertising actions to specific sales 
effects, we must get rid of the cumulative 
effect of advertising over a period of years. 
For an old established product, the cumula- 
tive effect of previous advertising will 
greatly outweigh any specific contemporary 
advertising action. Therefore, old estab- 
lished products make the observation of 
causal relations between specific copy and 
specific sales impossible. Nor do we realize 
any advantage if we are dealing with an 
entirely new product. It is never possible 
to separate advertising’s effect from the 
contributions of ingenuity in product de- 
sign, packaging, or distribution. Thus, the 
copy writer must always be denied the ad- 
vantage of being able to observe the effect 
of a specific copy action in a specific sales 
success. 

In almost every other field of human en- 
deavor, the development of proficiency and 
skill depends upon being able to observe 
the effects of our actions. Let us imagine 
that builders of pianos were forever forced 
to build their products in a vacuum where 
there is no sound and sell them to “clients” 
without ears. After forty years or so of 
working under such conditions, we should 
expect that the piano designers would be 
turning out very attractive pieces of fur- 
niture, but we should have no right to ex- 
pect that this furniture could produce mu- 
sic. If we should happen to mention to the 
piano builder that his instruments do not 
sound good and that his activity is ineffi- 
cient, he would probably not be surprised. 
Indeed, he would consider us unreasonable 
if we blamed him for his inefficiencies, so 
long as he is denied the privilege of hear- 
ing the results of his activity. 

Today the copy writer creates his mes- 
sage in the vacuum of the modern distri- 
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bution system without being able to see the 
effects of that message unfold. Then he sells 
his creations to a client who has no sensory 
organs to observe what a specific phrase 
does to a prospective consumer. 

The creative advertising man is deprived 
of the natural rewards that any sincere in- 
dividual wants. He wants to see the results 
of what he does; and yet our entire market- 
ing system forces a blindfold over his eyes. 
The primary rewards of seeing the results 
of his actions are replaced by the secondary 
rewards of praise from his colleagues, 
bosses, and clients. And the people who 
confer these rewards are in no better posi- 
tion to see the results of the man’s actions 
than is the copy writer himself. 

Let us imagine that the copy writer pro- 
poses an entirely efficient piece of copy for 
his client. This copy consists of simple lan- 
guage and uncluttered, straight-forward 
sales presentations—without gimmicks, 
tricks, or intellectual surprises—copy equip- 
ped with the most ingenious and most in- 
visible device of letting the product impress 
the listener or reader. The client reviews 
the copy and, before approving it, happens 
to think, “This copy writer does not seem 
to be using his imagination. He talks only 
about the product itself, and does not add 
anything of his own.” So, the copy writer 
not only goes unrewarded for his efforts 
but is actually rebuked for failing to show 
“imagination.” 

It is quite natural, then, for the copy 
writer to resort to the use of tricks, gim- 
micks, and devices that will entertain, star- 
tle, or humor himself, his _ intellectual 
friends, and the client. The emphasis is 
shifted from ends to means—from what 
av vertising should say, to how it should say 
it. It is unfortunate, but not surprising, 
that the creative man now diverts his ef- 
forts from making the product interesting 
to making the advertising interesting. 
Ultimately he is no longer selling the prod- 
uct to the consumer, but selling the adver- 
tising to his client. 

The difficult and even unfair position in 
which the creative man finds himself may 
be illustrated by the following analogy. 
Imagine a room with a large window that 
looks out on a beautiful countryside. Cn the 
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wall opposite the window are three mirrors. 
The first mirror is uneven, spotted, and 
dirty looking. The second mirror is clean 
and neat, and in addition is framed by a 
beautiful ornamental engraving. The third 
mirror has no frames or ornament, and is 
nothing but a plain, but perfectly flawless 
mirror. Now, an observer (critic or client) 
is taken into the room and his guide points 
to the first mirror and says, “What do you 
see?” The observer says, “I see a bad mir- 
ror.” His guide points to the second mirror 
and asks again, “What do you see?” The 
observer says, “I see a beautiful mirror.” 
Finally his guide points to the third mirror 
and says, “What do you see?” The observer 
says, “I see a beautiful scene out of an 
open window.” 

Obviously, the third mirror has done the 
most efficient job. It is the function of an 
efficient mirror to reveal with perfect clar- 
ity the object to be mirrored without inter- 
ference—that is, without making the mir- 
ror itself visible! 

It is likewise the function of perfect 
advertising to step behind its own means— 
its own tricks and gimmicks—and push the 
product so much into the foreground that 
the advertising itself, psychologically speak- 
ing, can be overlooked. It may be disap- 
pointing to the maker of mirrors to discover 
that his most efficient mirror is one of which 
the prospective customer is unaware. The 
very perfection of the mirror conceals it- 
self from the observer. The advertising 
man, unless he takes pleasure in perfection, 
will also be disappointed to discover that 
the more perfect he makes his advertising, 
the less it becomes noticeable as “adver- 
tising.” 

THE ADVERTISER’S OPPORTUNITY 


How can advertising rise above this sit- 
uation in which only its inefficiencies are 
capable of producing rewards for its cre- 
ator? 

We cannot normally expect the copy 
writer to take the initiative. He is human, 
and must respond to the rewards and pun- 
ishments which are offered to him. His 
client, the advertiser, on the other hand, 
is in a much better position because he con- 
trols the rewards and punishments meted 
out to the copy writer. 


Let the client relieve the copy writer of 
the burden of having to prove his “imagina- 
tive” and “creative” powers by forcing him 
to resort to tricks and gimmicks. Let him 
trust the copy writer’s professional compe- 
tence to use correct grammar and an at- 
tractive style. Let him then concentrate on 
what the copy writer says, rather than how 
he says it. This would surely have the ef- 
fect of restoring the sales point to its right- 
ful position of importance in advertising. 

The development of a sales point is one 
of the most challenging problems in adver- 
tising. Sometimes the best sales point is 
intimately related to the main function of 
the product. For example, the function of 
antihistamines is to relieve cold symptoms, 
and this turns out to be their best sales 
point. On the other hand, the main purpose 
of face soap is to clean the face. But the 
cleaning power of face soap is not an in- 
teresting sales point for face soap. It is not 
always easy to decide for a particular prod- 
uct what will be an efficient sales point. For 
hair tonic, for example, is it better to say 
that it prevents dandruff or that it keeps 
the hair in place? Is it better to say that 
a beer quenches thirst or that it has a 
distinctive flavor? 

Advanced marketing research justifies 
its existence in terms of its ability to dis- 
cover the most efficient sales points for a 
particular brand. This is the real core of 
advertising and its most challenging prob- 
lem area. This is the center where creative- 
ness can make its most fruitful contribu- 
tion. 

Only the advertiser has the opportunity 
to bring the sales points (and, therefore, 
the product) back into advertising .. . to 
make the advertising product-oriented 
rather than advertising-oriented. 


COMFORTABLE ILLUSION ABOUT CREATIVENESS 


Superficial reasoning easily sinks to the 
level of platitude where the following 
pseudo-logical argument sounds convincing. 
First of all, advertising has to get the at- 
tention of viewers, readers, and listeners. A 
given advertising message (not product!) 
competes within an inexhaustible number 
of other advertising messages (not prod- 
ucts!). Therefore, a given piece of adver- 
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tising, to meet this competition, must put 
something out of the ordinary before the 
eyes and ears of the potential consumers. 
Ideally, a given piece of advertising should 
look or sound different from any other piece 
of advertising. 

This kind of reasoning bypasses the prod- 
uct and, therefore, the advertising function. 
The ideal statement should be formulated: 
“A given piece of advertising should make 
the product look different from all other 
products, without violating the truth.” 

That the easiest and least “creative” 
mental effort leads to the “attention-getting 
advertising” escapes superficial reasoning. 

A printed ad under the headline “Your 
Father in the Cesspool” would get good at- 
tention. Not much useful imagination goes 
into the headline. However, it requires a 
surplus of intelligence, analytical power, 
and useful imagination (which together 
constitute “creativeness’”) to find an inter- 
esting headline which leads the reader to 
read the text in the anticipation of learn- 
ing about a useful product. 

In advertising discussions, the term “cre- 
ate” and its derivatives are partially mis- 
used and misunderstood. “Imagination” is 
confused with “creativeness.” Imagination 
is a fundamental and elementary require- 
ment. Creativeness denotes the advanced 
form of imagination where it is purposively 
used by abiding to rigid rules and by meet- 
ing practical conditions. 

Children on a playground and many pa- 
tients in mental hospitals display extraordi- 
nary imagination. But the imagination in 
these instances is usually without the dis- 
cipline of organization, selection, and con- 
structiveness. It is not, in other words, 
creative. 
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An advertising man who claims that the 
acceptance of rules and conditions inter- 
feres with his creativeness is probably un- 
aware of the fact that he is seeking a 
license which the real creative geniuses in 
arts and sciences would consider embar- 
rassing. Creativeness is the opposite of pure 
freedom of imagination. To create some- 
thing means to build something along 
rules of usefulness or purposiveness ... to 
build an intellectual or mechanical organ- 
ism. 

Leonardo da Vinci spent a lifetime seek- 
ing the rules within his visual imagination 
which could produce more powerful crea- 
tions. To be creative in advertising means 
to have so much imagination that it does 
not “fizzle out’ as soon as product orienta- 
tion is imposed. If the advertising man 
believes that the product itself has no vir- 
tues worth the attention of the consumer, 
he should suggest taking it off the market. 
If he believes that the product has a right 
to be on the market, and yet believes that 
it has no property worth the attention of 
the public, he is obviously overlooking the 
most serious and most creative obligation 
of advertising—to find an approach which 
makes a good product look good and there- 
by interesting. If, in the advertising man’s 
opinion a product is justified in being on 
the market, then the advertising man must 
consider it justifiable that consumers pay 
money for the product. 

This, then, sums up to a fundamental 
principle in the world of consumers: 

If a product has features worth paying 

money for, it must have features worth 

paying attention to. 


When Things Expand ... 


In new and expanding fields like electronics, nucleonics, astro- 
nautics, avionics, and cryogenics, a new type of manager is in- 
variably bred. Although he goes by many titles, the one most 
generally used is project manager. Generally speaking, the project 
manager’s (or whatever title he is given) business is to create 


a product . 
in sum, a pioneer. 


. . @ piece of advanced-technology hardware. He is, 
—Paul O. Gaddis, “The Project Mana- 


ger,” Harvard Business Review, Vol. 
87 (May-June, 1959), p. 89. 


How Many Contest Entries 


Spell Success? 


@ EUGENE C. POMERANCE 


Here is a new look at contests, and contestants. Generally, a count 
of contest entries is used as a gauge of success. This article shows 
why a count of entries is a poor measure of number of people involved, 
and an even poorer measure of prospects attracted. 


VERY YEAR American consumers are 

given opportunities to enter a great 
many contests, used to promote particular 
brands of merchandise. It is not unusual to 
find more than one hundred contests adver- 
tised in a single year in national magazines 
alone—as many as thirty in a single maga- 
zine! These are contests involving some 
skill, such as completing a jingle or com- 
posing a 25-word statement. “Sweepstakes” 
or pure lotteries are not included in these 
totals. 

That is not all. Many more are adver- 
tised in other national media, by direct 
mail, in loca] and regional] media, on pack- 
ages, and with point-of-purchase displays. 


WHAT'S BEHIND ALL THIS ACTIVITY? 


There are almost as many different rea- 
sons advanced for running contests as there 
are contests. Some of the purposes most 
often mentioned are: get displays, stimu- 
late the sales force, move out old stock, hold 
present distribution, stimulate store traffic, 
and sample new customers. 

The ultimate purpose, of course, is to 
develop a new sales level for the product— 
higher than it would have been. 

Most of the other objectives can offer 
only a temporary increase in sales. If these 
temporary sales gains are made at the ex- 
pense of competitors, something worthwhile 
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has been accomplished. But if sales are 
merely borrowed from future sales of the 
same brand, the value of the promotion is 
questionable. However, assuming normal 
costs, there can be no question of the value 
of a contest if it produces new steady cus- 
tomers. 

Attracting new customers and recaptur- 
ing old ones are the only sure ways of get- 
ting more than just a temporary increase 
in sales. The extra displays and new dis- 
tribution that a contest may develop may 
in turn generate new customers by ac- 
quainting more people with the product and 
stimulating some to try it. But usually the 
hope is that people who enter the contest, 
or at least a great many of them, will be 
new customers for the sponsor of the con- 
test and that they will continue to use the 
product after trying it. 


HOW MANY ENTRIES SPELL SUCCESS? 


The number of entries for a contest to be 
considered successful depends upon the 
purpose, the product involved, the cost, and 
other factors. Obviously if you set out to 
gain new distribution and succeed, the num- 
ber of entries is incidental. 

But it has been generally agreed that, in 
any case, 500,000 entries with proof-of- 
purchase means a really successful national 
contest. Probably no one is naive enough 
to believe that a half-million entries repre- 
sents a half-million new customers. Nor 
does it necessarily mean even a half-million 
extra sales. Some of the contestants are 
already customers. They may have bought 
an extra package of the product to get the 
label or box top needed for the contest— 
and this is all right. But they may have 
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simply taken the label off a package already 
in the home—and this is not all right. 


NOT HOW MANY ENTRIES, BUT WHAT KIND? 


Two other aspects of contests are often 
ignored; yet they operate to reduce a con- 
test’s ability to gain new customers, often 
quite seriously. The first of these is mul- 
tiple entries. How many people are respon- 
sible for, say, a half-million entries? 
Second, there are the hobbyists, sometimes 
called the “semi-pros.” How many people 
go from contest to contest, begging or buy- 
ing labels or box tops, their brand selections 
based only on the list of current contests? 

Both of these unknowns have been inves- 
tigated by Foote, Cone & Belding in a se- 
ries of surveys conducted over a period of 
years. All of the contests studied were na- 
tionally advertised. Questionnaires were 
mailed to random samples of names drawn 
from the envelopes of skill-contest entries, 
before the judging on each contest was 
completed. (Although the covering letters 
stated explicitly that the research organi- 
zation conducting the survey did not even 
know who the judges were, some respond- 
ents apparently did not believe it. On each 
of five surveys conducted by mail, with no 
follow-ups and no material incentives en- 
closed, the return has been at least 90 per 
cent.) 

It must be emphasized that these surveys 
dealt only with the people who actually en- 
tered the contests. The surveys did not 
study the effect of the contests on other 
consumers, either their direct effect, or 
their effect operating through the contests’ 
influence on the trade. The findings, there- 
fore, can shed light on only one of the 
objectives of contests—their direct influ- 
ence on contestants. 


One of the surveys was conducted only 
among winners of a contest, after the list 
of winners’ names had been distributed. 
(In this instance, the sample was drawn 
from the published list of winners.) The 
winners reported sending in an average of 
twelve-and-a-half entries each. This is not 
surprising. You would expect winners to 
be among those who entered more than 
once. 
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Multiple entries are certainly not discour- 
aged by those who sponsor contests. A sim- 
ple check of several dozen advertisements 
announcing contests revealed that at least 
one-third of them actually invite multiple 
entries with such phrases as, “Enter as 
often as you like,” “Send as many entries 
as you wish,” “Enter often,” “. .. with each 
entry,” etc. Others probably did, but the 
rules were not published in the ads. Only 
two advertisements—both of them for 
sweepstakes, not skill contests—specified a 
limit of one entry per person. 

A great many of the contestants take 
advantage of the privilege of sending in 
more than one entry. In the four surveys 
conducted with samples of all contestants, 
between 33 and 55 per cent reported that 
they had submitted more than one entry. 
They had submitted from 2 to almost 200 
entries each. These percentages were lowest 
(33 and 39 per cent) in the two contests 
directed principally to children; highest 
(48 and 55 per cent) in the adult oriented 
contests. 

These figures, and the others that follow, 
have been adjusted from the raw survey 
tabulations to reflect the fact that the 
probability of being included in the sample 
was related to the number of entries sub- 
mitted. These probabilities are not exactly 
proportional to number of entries, because 
the sampling frame was envelopes and some 
envelopes contained more than one eniry. 
Counts on “multiple entries—single enve- 
lope” were available for only one of the 
four contests; almost 27 per cent of the en- 
tries were received in about 12 per cent of 
the envelopes. A distribution among two, 
three, and four per envelope in the ratio 
of 3 to 2 to 1 was assumed. These data and 
assumptions were used to adjust from pro- 
portional probability for all four surveys. 

A percentage reporting the popularity of 
multiple entries is only a clue to the number 
of people involved. The important figure is 
the arithmetic mean or average number of 
entries per contestant. 

The average number of entries per con- 
testant in the four contests ranged from 
1.9 to 3.6. In other words, a half-million 
labels or box tops received in a “success- 
ful” contest means only 140,000 to 260,000 
different people involved. For a less suc- 
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cessful contest with, say, 300,000 entries, 
the returns represent only 85,000 to 160,000 
people. For the rare contest with a million 
entries, it is unlikely that more than 350,- 
000 individuals are involved. 

Because of the variation from contest to 
contest in the average number of entries 
per contestant, the total number of entries 
received is not even a good relative meas- 
ure of the contest’s success in attracting 
people! For example, one of the contests 
studied involved 50 per cent more people 
than another, although it “pulled” 20 per 
cent fewer entries. 


HOW MANY HOBBYISTS? 


As a first approximation, then, it can be 
assumed that a half-million entries means 
about 175,000 people. How many of these 
ought to be considered poor prospects for 
becoming regular customers? How many 
are poor prospects because they make a 
hobby of entering contests and will move 
on to the next competitor as soon as he 
announces a contest, or back to their old 
brand now that a given contest is over? 

There is no official or commonly accepted 
definition of a hobbyist. For these surveys, 
four criteria were adopted. Each criterion, 
by itself, provides a reasonable presumption 
of hobbyist behavior. For those who de- 
mand more proof that a contestant is a poor 
prospect for becoming a regular customer, 
various combinations of the criteria may 
be used. 

Three of the criteria were common to all 
four of the surveys that were conducted 
with samples representing all contestants. 
They were: 

1. Submitted more than ten entries in 

the contest studied. 

2. Entered at least five other contests in 

the same year. 

3. Had been a winner in at least two pre- 

vious contests, anytime. 

In three of the four surveys, a fourth 
hobbyist criterion was adopted. In one sur- 
vey this was: 

4a. Not logical prospects for the product 

involved (something like families 
without children entering a contest 
for a brand of children’s shoes). 

In the other two surveys, the fourth cri- 
terion was: 


4b. Entered two similar contests run by 
the same advertiser in previous 
years. In one case this meant the two 
years immediately preceding; in the 
other, it meant two and three years 
before. 

Less than one-half of 1 per cent of the 
contestants met all of the criteria estab- 
lished for being called hobbyists. These 
people are certainly serious hobbyists. In 
fact, it is not difficult to assume that they 
are true “professionals.” To them, contests 
are a money-making avocation, rather than 
just a hobby. 

Although the professionals are small in 
number, a less rigid and restrictive defini- 
tion is warranted, from a practical point of 
view, in deciding how many contestants are 
poor prospects for becoming regular cus- 
tomers. Table 1 shows as many as 30 per 
cent of all contestants in one of the contests 
studied; and almost 30 per cent in two of 
the others could be called hobbyists. These 
percentages are the result when the least 
restrictive definition is used: those who 
meet any one or more of the four criteria 
adopted. 

These two extremes in definition indicate 
that hobbyists may be a scant 0.5 per cent 
of all contestants, or an important 30.0 per 
cent. 

A compromise definition suggested for 
defining a hobbyist is one that eliminates 
those who qualified only on criterion num- 
ber 1 (submitted eleven or more entries in 
one contest), but includes those who quali- 
fied on one or more of the other criteria. 
The reasoning behind this definition is that 
submitting many entries in a single contest 
does not, by itself, indicate a great interest 
in contests generally. (However, many of 
the respondents who were dropped because 
they qualified only on criterion number 1 
came close to qualifying on other criteria, 
too.) Using this compromise definition, 14 
to 26 per cent of all contestants qualify as 
hobbyists—over 25 per cent in three of four 
cases. 


DIFFERENCES BY TYPE AND SIZE OF CONTEST 


The number of surveys conducted is too 
small to demonstrate with certainty how 
the average number of entries per con- 
testant and the importance of hobbyists 
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TABLE 1 
Surveys AMONG CONTESTANTS IN FouR CONSUMER CONTESTS 


Contest (in chronological order) 
Il Il 


I IV 
Orientation Children Adults Adults Children 
Skill Naming Jingle Jingle Naming 
Prizes (generally) Merchandise Cash Cash Merchandise 
Total entries (approx.) 500,000 1,250,000 800,000 400,000 
% submitting more than one entry 39% 55% 48% 383% 
Average entries per person 3.6 3.2 2.6 1.9 
% of all % of all % of all % of all 
Hobbyists (all criteria*) contestants contestants contestants contestants 
Qualify on all four 0.3 0.3 0.2 
Qualify on any three 4.0 2.6 2.4 0.6 
Qualify on any two 7.7 5.2 6.9 3.5 
Qualify on any one 18.0 19.5 18.9 10.4 
Total 0.0 27.6 28.4 14.5 
Qualify on any one or more 
except multiple entries in 
this contest 27.4 25.2 25.9 14.3 
Base—number of respondents 448 512 492 475 


*See article for definitions. 


vary by type and size of contest. The evi- 
dence indicates that there are no simple 
relationships. 

The two contests that were oriented 
toward children, in their advertising and 
partly by their prize structures and skill 
required, had the largest and the smallest 
average numbers of entries per contestant 
—3.6 and 1.9. 

By design, the two adult-oriented con- 
tests were quite similar to one another: 
same advertiser, same skill required, similar 
prize structures, generally similar advertis- 
ing themes, and both offering cash prizes 
only. Yet Contest II (Table 1) attracted 27 
per cent more contestants than did Contest 
III, and they were, on the average, stimu- 
lated to send in 23 per cent more entries per 
person. 

If the compromise definition of a hobby- 
ist is accepted, the two adult-oriented, cash- 
prize contests attracted reasonably compa- 
rable numbers of hobbyists—80,000 and 
98,000—although one contest “pulled” 56 
per cent more entries and attracted 27 per 
cent more contestants than the other. The 
two child-oriented, merchandise-prize con- 
tests also attracted comparable numbers 
of hobbyists—about 30,000 to 88,000—al- 
though the one with the smaller number of 
hobbyists had a larger total number of con- 
testants. 

These findings are consistent with the 


compound hypothesis that there is in this 
country a fixed number of hobbyists, that 
perhaps one-third of these hobbyists will 
enter almost any contest, and that most of 
the others will enter if the contest is made 
more attractive to them (perhaps with 
larger prizes, cash prizes, and greater skill 
required). 


WHAT DOES ALL THIS MEAN? 


It has been generally agreed that a con- 
sumer contest which draws a half-million 
entries is successful. Yet, because of mul- 
tiple entries, possibly as few as 150,000 and 
at most about 260,000 people are involved. 
About one-fourth of these people make a 
hobby of entering contests and normally 
cannot be considered good prospects for 
becoming steady customers of the contest 
sponsor’s brand. 

Therefore, a total of 500,000 entries may 
involve only 100,000 to 200,000 existing 
customers and new prospects. 

This does not mean that consumer con- 
tests are ineffective. Even if the contest has 
no direct effect on the contestants, it may 
be effective in stimulating the sales force, 
exciting the trade, securing displays, ex- 
panding distribution, increasing store traf- 
fic, or securing other benefits. However, the 
number of consumer prospects attracted is 
likely to be fewer than one-fourth of the 
number of entries received! 
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Marketing in India 


are discussed. 


ARKETING is probably the least de- 

veloped aspect of the Indian economy. 
It is considered a wasteful activity. Middle- 
men and salesmen of all types are regarded 
as schemers trying to profit at the expense 
of the public. 

Retailers’ margins in India are extremely 
low, probably about 10 per cent, and whole- 
salers’ margins are less than half as much. 
Both figures are well below those in the 
United States; even so, marketing in India 
must be considered inefficient. Losses from 
poor physical distribution methods are un- 
doubtedly large, as are losses resulting from 
the failure of the marketing system to in- 
tegrate consumer wants with production 
resources. The greatest waste, however, 
probably comes from the failure of market- 
ing to furnish the force necessary to start 
the economy on a period of growth. 


THE MARKCT 


India is only about one-third the size of 
the United States, but has more than twice 
as many consumers—almost 400 million. 
Virtually all of these consumers have a 
very limited income. Gross national prod- 
uct is only about $72 per person, one of the 
lowest in the world, as compared with $2,- 
343 for the United States.1 Personal con- 


* ABOUT THE AUTHORS. Both the authors are 
professors of marketing at Northwestern University. 
They have studied marketing at first hand in a number 
of foreign economies in South America, Europe, and 
Asia, and had a previous article on marketing in 
Venezuela in the JOURNAL OF MARKETING in April, 
1958. They have co-authored a number of articles 
and books on various marketing subjects. 


‘' Facts and Figures (San Francisco: Inter- 
national Industrial Development Conference, 
1957), pp. 5 and 8. 


@ RALPH WESTFALL and HARPER W. BOYD, JR. 
This article describes the role of marketing in the Indian economy 


and explains the activities of manufacturers, wholesalers, and retailers. 
Specific weaknesses in the marketing system are pointed out, and 
possibilities of improving Indian conditions with modern techniques 


sumption is, of course, even lower—about 
$54 per person per year—as compared with 
$1,664 for this country. About $32 of In- 
dian consumption represents cash pur- 
chases; the rest is consumption of home- 
produced items.? 

The majority of Indians are still living 
in an economy that is only partially mone- 
tized. In the villages, where some 85 per 
cent of the population lives, there are still 
village potters and carpenters who produce 
for all members of the community in return 
for a certain share of the harvest. This 
share has been fixed by tradition and is 
not subject to bargaining. 

Indian shopping habits differ markedly 
from those in the United States. In the 
cities the housewife makes a daily shopping 
trip to buy fruits and vegetables. There are 
no refrigerators except in a few wealthy 
homes. A certain amount of grain may be 
stored in earthen jars in the household. 

Shopping for items other than food is 
unusual and so becomes a significant under- 
taking. A day may be devoted to shopping 
for a sari or other items of clothing. 
Neither the vendor nor the shopper feels 
right if the sale is made without some bar- 
gaining. The vendor usually quotes an ini- 
tial price well above that at which he is 
willing to sell; the buyer offers less than 
he expects to pay. Both can then “give” a 
little. In only a few of the finest shops in 
the largest cities is there a one-price policy. 


CHARACTERISTICS OF MARKETING IN INDIA 
Importance of Marketing 

Some idea of the low relative importance 
of marketing in the Indian economy can be 


*Second Five-Year Plan: The Framework 
(New Delhi: Ministry of Information and 
Broadcasting, 1955), p. 12. 
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gained from the employment figures in Ta- 
ble 1. 

As would be expected, employment varies 
greatly between India and the United 
States. The total number employed is al- 
most three times as large in India as in the 
United States, but over two-thirds of the 
employed Indians work in agriculture. The 
United States actually has more people em- 
ployed in wholesaling and retailing than 
has India, even though the typical Indian 
merchant handles a far smaller volume 
than his counterpart in this country. The 
data undoubtedly understate the market- 
ing activity in both countries since many 
farmers and factory employees spend at 
least part of their time in marketing 
activities. 


Channels of Distribution 


Channels of distribution are similar in 
type to those in the United States. The 
most common channel for manufactured 
products is the orthodox manufacturer- 
wholesaler-retailer-consumer. In cases 
where production is concentrated geo- 
graphically but dispersed among many 
small firms, there are often two whole- 
salers, one which concentrates production 
from a number of producers into larger 
quantities near the point of production 
(local wholesaler), and one which dis- 
perses products to retailers (consumer 
wholesaler) near the point of consump- 
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tion. Commission agents who operate es- 
sentially as manufacturers’ agents are 
also common. They usually represent manu- 
facturers in distant markets and sell to 
wholesalers. 

Channels for agricultural products are 
also similar to those in the United States. 
Local buyers assemble large quantities for 
shipment to wholesalers in consuming areas, 
who in turn sell to retailers. Thus, the mid- 
diemen in India are similar to those in this 
country in the general processes they ac- 
complish; but their methods of operation 
are far different, as are the marketing ac- 
tivities of manufacturers. 


Marketing by Manufacturers 


Manufacturing in India is primarily a 
hand process carried on in homes or in small 
establishments. There are occasional excep- 
tions, for example, the great Tata steel 
plant. The household utensil and the shoe- 
polish industries are fairly typical of the 
small establishments. Of eleven utensil 
manufacturers selected at random from 
among sources used by wholesalers in Pun- 
jab State, the largest had an annual volume 
of approximately $50,000. All but three had 
annual sales of less than $15,000. All of 
these manufacturers sold to wholesalers, 
and four also sold some direct to retailers. 
Only two had sold to as many as fifty cus- 
tomers during the entire previous year. 
Only one had any salesmen—that one had 


TABLE 1 
ESTIMATED EMPLOYMENT BY TYPE OF EMPLOYMENT IN INDIA, 


1955-56, AND IN UNI 


TED STATES, 1958+ 


(MILLIONS) 

, India United States 
Type of Employment No. % No. % 
Agriculture & allied pursuits 109.5 72.0 5.0 8.8 
Mining & factory establishments 4.0 2.6 16.8 29.6 
Household enterprises & con- 

struction 12.0 7.9 2.9 5.1 
Communication, railway, banks, 

insurance 1.6 1.1 4.1 1.2 
Wholesale & retail trade & trans- 

port other than railways 10.0 6.6 11.6 20.5 
Professions, services, & govern- 

ment administration 14.9 9.8 16.3 28.8 

Total 152.0 100.0 56.7 100.0 


* Second Five-Year Plan: The Framework (New Delhi: Ministry of Information and Broad- 
casting, 1955), pp. 42 and 98. Survey of Current Business (April, 1958), p. S-11. 
shown are for Indian data. U.S. data are for approximately similar classes. 
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three. All sold on credit, but only two had 
a published price list. Two manufacturers 
sold branded products and did some adver- 
tising, but the annual advertising expendi- 
ture of the two totaled only about $700. 

In the northern region of India there 
were fifty shoe-polish manufacturers in 
1956.2 Total production was 1,250,000 
pounds, of which about 400,000 pounds were 
made by one producer. The other forty-nine 
firms produced an average of about 17,000 
pounds each which resulted in sales of about 
$7,000 annually. 


Wholesalers Impertant 

Wholesalers are standard in most chan- 
nels of distribution in India. Many of the 
wholesalers combine their wholesaling func- 
tions with retailing or with manufacturing. 
A number of large companies accomplish 
the physical distribution function of the 
wholesaler without relinquishing title, 
through the use of “stockists.” These are 
retailers or wholesalers who perform a 
function similar to the public merchandise 
warehouse. Hindustan Lever (the Indian 
Lever Brothers firm) often uses stockists. 
For example, Lever arranges for the mer- 
chant to stock Lever soap and vanespati 
(hydrogenated oil). Title to the merchan- 
dise remains with Lever. The dealer will 
sell the stock for cash, at a price set by 
Lever, to any customer who presents him- 
self. He deducts his charge for the service 
and forwards the balance to Lever. 

Among thirty household utensil whole- 
salers in Punjab State, the median annual 
sales volume was approximately $4,000 in 
1957. Fourteen of the wholesalers had no 
employees, and only one had more than 
three. Wholesale margins are low as com- 
pared with those in the United States. The 
utensil wholesalers have margins on various 
items that vary from 1.5 to 4 per cent. 
Wholesalers’ margins on soap are 8 to 4 
per cent. One bicycle wholesaler buys cases 
of six bicycles at $140 per case and sells 
them at $23.25 each for a total of $139.50. 
The only profit is made by selling the crate 
to a furniture company for $1.40. This 


* Boot Polish, Small-Scale Industry Analysis 
and Planning Report No. 9 (New Delhi: Min- 
istry of Commerce and Consumer Industries, 
1956), p. 6. 


wholesaler is a relatively large merchant. 
His expenses indicate why he can operate 
on such a small margin: 


Rent $ 6 per month 
Wages (4 employees at $12) 48 per month 
Electricity 1 per month 
Entertainment of customers 12 per month 

Total Expenses $67 per month 


The initiative for exchange at the whole- 
sale level comes primarily from the buyer. 
On their last purchase, twenty-seven out of 
thirty utensil wholesalers bought from 
manufacturers and three from other whole- 
salers. Fourteen of the thirty visited the 
manufacturer to make their purchase, and 
four others sent their orders by mail. In 
eleven cases, vendor salesmen called on the 
wholesaler to make the sale, and in one case 
a selling agent called on the wholesaler. 
During the preceding year, twenty-six of 
the thirty utensil wholesalers were visited 
by salesmen from more than one source, 
but four were not. Three wholesalers had 
bought from only one source during the en- 
tire preceding year, but the median number 
of sources was four. 

Selling effort is very limited among In- 
dian wholesalers. The traveling salesman 
scarcely exists; in the utensil survey none 
of the thirty wholesalers had a traveling 
salesman. One wholesaler received calen- 
dars from a manufacturer and sent them 
to retailers as a promotional device. None 
of the others had any promotional mate- 
rials. Twenty-eight of the thirty utensil 
wholesalers gave 30-day credit, and twenty- 
six admitted to bargaining on prices with 
their retailer customers. 


Retailers 


Retailing in India differs in many re- 
spects from that in Western countries. Self- 
service is not feasible because of the pil- 
ferage problem. In many of the better stores 
in large cities, the goods are kept locked 
behind glass or mesh doors which have to 
be unlocked every time a sale is made. In 
stores in which sales people other than the 
owner wait on customers, two different em- 
ployees are used to prevent stealing. One 
employee writes the sales check and another 
accepts the money. There are no department 
stores in the standard sense, but there are 
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a few examples in the largest cities of what 
might be called department stores in small 
U.S. towns. There is not a single super- 
market in all of India. 

Outside of the principal shopping centers 
in cities of over 1,000,000 population, the 
typical retailing center is a bazaar where 
many shops are clustered together. Each 
shop is typically about ten feet square, so 
that the proprietor can sit in the middle of 
the floor and reach his entire stock. 

In the small villages, where most of the 
population lives, there are no retail shops. 
Individuals buy very little. Hawkers travel 
to villages, selling frequently purchased 
items such as utensils and cloth which they 
carry on their backs and heads. They often 
make exchanges by barter or partially by 
barter, accepting old utensils, clothes, and 
shoes in full or partial payment. For spe- 
cial occasions such as a wedding, when the 
parents may give the bride and groom some 
household utensils, villagers will go to 
neighboring towns to buy. 

There has been no census of retailers in 
India. In Madras State, however, all retail- 
ers with annual sales of more than 7,500 
rupees, approximately $1,500, are required 
to register under the sales tax law. Madras 
State had a population of 56,000,000 in 
1951. In 1955-56, 103,000 dealers regis- 
tered; of these, 58,000 had annual volumes 
between approximately $1,500 and $2,000. 
The remaining 45,000 dealers with volumes 
over $2,000 were distributed by size and 
type of business as shown in Table 2. 

The number of retailers with volumes of 
less than $1,500 is not known, but many 
Indians believe there are more with sales 
below $1,500 than above. If this is correct, 
it means there are more than 206,000 re- 
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tailers, perhaps about 250,000, in Madras 
State. On a similar per capita basis, there 
would be about 2,000,000 retailers in all of 
India—a slightly larger number than in the 
United States. 


Small Retail Margins 


Indian retail margins are unusually small 
as compared with the 30 per cent and larger 
margins common in this country. Accurate 
margins cannot be measured directly be- 
cause most retailers have no accounting 
records. Data gathered from fifty-eight 
utensil retailers in 1957 showed that deal- 
ers specializing in earthenware utensils had 
gross margins of approximately 2C per 
cent; but the highest margin of any dealer 
on metal utensils (aluminum, cast iron, 
brass, moradabadi, bell metal, and stainless 
steel) was 8 per cent, and some were as low 
as 2 per cent.4 These were margins on in- 
dividual sales; each dealer’s margin varied 
from transaction to transaction, as both 
wholesale and retail prices were subject to 
bargaining. 


Retailers’ Sources 


Purchasing is not easy for the retailer in 
India. Most merchants must visit the source, 
either wholesaler or manufacturer, or 
order by mail to purchase new stock. 
Wholesalers have no traveling salesmen. 
Of sixty-eight utensil retailers questioned, 
forty-two had visited the source to make 
their last purchase and twenty others had 
ordered by mail. 

Retailers often travel considerable dis- 
tances to make their purchases. Among the 


‘Survey conducted by the National Council 
of Applied Economic Research, New Delhi, in 
which one of the authors participated. 


TABLE 2 
MADRAS STATE RETAILERS CLASSIFIED BY TYPE OF BUSINESS AND SALES VOLUME® 


Approximate Sales Volume 


$2,000 to 


$5,000 to $10,000 to Over 
$5,000 $10,000 $20,000 $20,000 Total 
Hotels and restaurants 3,149 621 322 151 4,243 
Cloth 3,467 1,099 549 653 5,768 
Grocery 7,816 1,997 867 970 11,650 
All others 16,138 5,872 1,736 23,746 
Total $30,570 $9,589 $5,248 $45,407 


* National Council of Applied Economic Research, New Delhi, 
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utensil dealers studied, purchases were 
made every two to three months by most; 
the median distance to the : »urce was be- 
tween 100 and 125 miles, considerably far- 
ther than the typical wholesaler traveled to 
make his purchases. In the small town of 
Lonavla, about 70 miles from Bombay, most 
retailers go to Bombay to buy. One hard- 
ware retailer goes to the city twice a month, 
a 6-hour round trip, to buy from a manu- 
facturer. Another has a monthly train 
ticket to Bombay, and has his son go al- 
most every day to make small purchases 
from a wholesaler. No salesman has ever 
called on either retailer. 


WEAKNESSES IN INDIAN MARKETING SYSTEM 


Demand Creation 


There is little demand creation effort in 
India. Although there are branches of some 
of the top U.S. advertising agencies in In- 
dia, such as J. Walter Thompson Co., there 
is little advertising. 

There are good reasons, however, for this. 
National advertising is impossible. There 
are some fifty-one dialects spoken by one 
or more million people each. No one lan- 
guage is spoken by more than about 50 mil- 
lion of the almost 400 million population. 
Only about 15 per cent of the population is 
literate in any language. 

There are no communication means by 
which the advertiser can reach any large 
proportion of the people. Newspapers are 
confined to the major cities, where less than 
20 per cent of the population lives, and a 
majority of them are in English. Radio 
reaches only a small segment because there 
is no electricity in most of the villages, and 
few people can afford radios. In addition, 
Indian radio is controlled by the state and 
does not use commercials. Radio Ceylon 
does permit commercial messages and is 
beamed over much of India, but its 
audience is limited. There is no television. 

A more fundamental problem in using 
modern demand creation methods lies in 
the character and culture of the people. On 
the one hand, Indians have shown them- 
selves to be natural merchants; in many 
countries to which they have emigrated they 
have become major factors in the country’s 
internal trade—Burma, South Africa, and 


Fiji, for example. On the other hand, In- 
dians have a philosophic outlook on life 
which tends to make them less interested in 
materialistic things—at least as compared 
with the typical U.S. citizen. Their thinking 
in this respect is similar to that in Europe 
in the Middle Ages.® As a result, the busi- 
nessman seeking a profit is considered un- 
worthy, and this is particularly true for a 
merchant who takes an aggressive approach 
to selling something which he did not make 
but which will bring a profit to himself. 
Thus, the initiative for exchange typically 
comes from the buyer’s side. At the same 
time Indians are great bargainers and, once 
negotiations are started, will strive to make 
a sale and secure a price advantage. 

The Indian village of the past was not a 
market economy. Each person performed 
his job, largely determined by his caste, 
and shared in the village’s produce on the 
basis of a complete system of shares. There 
was no market valuation of either the serv- 
ices of the artisans or the produce of the 
farmers.* In such an economy there was no 
place for selling. The attitudes developed 
over centuries of this type of economic 
thinking cannot be changed quickly. Since 
approximately 85 per cent of all Indians 
still live in villages and many are still liv- 
ing partially in a communal system, this 
lack of understanding of a market economy 
is a major factor. 

Under the circumstances, American de- 
mand creation methods cannot be directly 
and immediately transplanted to India. The 
success of a few promotional efforts adapted 
to the local situation, those used by Hindu- 
stan Lever, for example, indicates definitely 
that demand can be created. 


Transportation 


Transportation difficulties are a barrier 
to effective marketing. The transportation 
system of India is a mixture of the ancient 
and modern. A bicycle made in Madras may 


5Marquis W. Childs and Douglass Cater, 
Ethics in a Business Society (New York: 
Harper and Brothers, 1954), p. 12. 

*Walter C. Neale, “Reciprocity and Redis- 
tribution in the Indian Village,” in Karl 
Polyanyi and others, Trade and Markets in the 
Early Empires (Glencoe, Illinois: The Free 
Press, 1957), pp. 218-234. 
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travel by railroad to Delhi; move to Ambala 
by truck; go to Ambala Cantonment by bul- 
lock cart; and go from the shop there to 
some consumer by hand cart or on the top 
of someone’s head. 

The railroad industry is one of India’s 
sources of pride. It is relatively modern; 
however, it operates on three different track 
gauges, so that extra handling of goods is 
sometimes necessary. The trucking indus- 
try is somewhat less well developed, but 
can still be considered modern. It has the 
same problem of differing load limits among 
the various states as in the United States.? 
The competition between the railroads and 
trucks is intense, as it is in this country; 
however, in India the railroads are owned 
and operated by the Government, while the 
bulk of the trucking industry is owned pri- 
vately. 

Government ownership plus pride in the 
railway system has led to artificial limita- 
tions on the development of trucking.® 
Length of haul has been particularly lim- 
ited. It is not possible for a truck registered 
in one state to go beyond an immediately 
adjoining state. If the shipment is to go 
further, it must be transferred to a truck 
registered in the second state which can go 
to the third, and so on. 

More restrictive than this, however, is 
the effect of octroi, a tax on all goods 
shipped into a city. This limits trade to 
some extent, but the greater limitation 
arises on goods passing through a city. A 
truck going one hundred miles may pass 
through perhaps six towns and octroi du- 
ties. At each of these towns the trucker 
must wait in line for his turn to be checked 
and must then pay the octroi. The octroi 
will be refunded at the other end of the 
town if the goods go through, but the re- 
fund system is so complicated and time con- 
suming that a middleman has sprung up 
to handle this for a slight additional fee.® 
Some local governments hold the octroi col- 


™“Quick Redress of Road Transport Problem 
Needed,” Motor Transport, Vol. 14 (July, 
1958), p. 25. 

*S. K. Patil, “Road Transport Has Come of 
Age,” Motor Transport, Vol. 14 (July, 
1958), p. 19. 

*“Rising Taxes,” Motor Transport, Vol. 14 
(March, 1958), p. 11. 
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lections on goods going through a town. 
The Indian Supreme Court has held this 
tax on goods in transit to be illegal, but as 
late as August, 1958, Delhi widened its 
city limits to take in a bypass road and 
held the octroi duties collected.’ 


Limited Storage Facilities 


In the non-monetary subsistence economy 
in which the vast majority of Indians have 
lived for centuries, there has been little 
need for commercial storage facilities for 
food products, particularly grains. Each 
family has stored its own grain in urns. 
With the growth of a monetary economy, 
more grain is moving in trade, and more 
storage facilities are needed. The first grain 
elevator in India was completed in 1957. 
Storage facilities at all wholesale levels are 
inadequate, In the city grain markets, side- 
walks get completely blocked by sacks of 
grain piled there for lack of any other place. 
Such poor storage facilities, of course, lead 
to spoilage and to seasonal shortages and 
surpluses. 

Wide and erratic price fluctuations have 
plagued the lac industry for years. (Lac 
is the raw material from which shellac is 
made; it is secreted by insects that infest 
a specie of tree native to India.) A survey 
among the members of the lac industry in 
1957 disclosed that the vast majority be- 
lieved prices could be stabilized to some 
degree with more adequate storage facili- 
ties,!! 

Some of the storage problem stems from 
the basic shortage of capital, but there are 
differences in outlook that make it difficult 
to install modern methods. When the first 
Indian grain elevator was officially opened 
in 1957, an American was pointing out the 
advantages to an Indian official. Among 
other things he mentioned that the elevator 
would protect the grain so that rats would 
not eat it. To this the Indian replied: “We 
look at that differently. We think the rats 
also have to eat.” 


““Terminal Tax on Goods in Transit by 
Road,” Motor Transport, Vol. 14 (August, 
1958), p. 17. 

“Export Markets for Indian Lac (New 
Delhi: National Council of Applied Economic 
Research, 1957), p. 39. 
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MARKETING IN INDIA 


Adulteration and Standardization 


Indians buy household utensils by the 
pound instead of by the unit. If they did 
not, they suspect the manufacturer would 
pound the metal thinner than the buyer be- 
lieved it to be. Sugar is sold only in ex- 
tremely coarse crystals—partly because it 
is more difficult to adulterate in that form. 
Almost all consumers buy grain and grind 
it themselves. Flour can easily be adulter- 
ated with chalk dust. Even grain must be 
sorted, virtually kernel by kernel, or sand 
and other foreign matter will be slipped in 
to add to the weight. There is a flourishing 
market for empty containers for cosmetics, 
toilet goods, and medicines. Unless the la- 
bels are destroyed when the contents are 
used, the jars, bottles, and cans will be re- 
filled with substandard products and sold 
as the original. In 1957 health authorities 
in Delhi estimated that 25 per cent of all 
the food bought in that city was adulter- 
ated.!2 Sawdust, husks, colored earth, and 
ground seeds were found in various food- 
stuffs, accounting for 10 to 50 per cent of 
the total weight of the products. 

Since there are few brands, most prod- 
ucts have no reputation to uphold. A manu- 
facturer who tries to establish and main- 
tain a standardized quality for his product 
faces a difficult task. 

“Because of severe competition, small 
factories where more or less scientific meth- 
ods are adopted, find themselves in a per- 
plexing situation. They cannot market their 
goods in competition with manufacturers 
working on crude lines because (1) their 
cost of production is higher on account of 
using better raw materials and working on 
modern lines with machinery which neces- 
sitates large investments, and (2) the con- 
sumers are unwilling to pay them a higher 
price, believing that the quality of all In- 


"The Times of India, August 28, 1957. 
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dian brands is equally bad. On the other 
hand, in competition with large scientific 
manufacturers they are handicapped be- 
cause people are not prepared to purchase 
their brands, believing that invariably the 
foreign brands are superior.”™ 


A steel mill or a fertilizer plant may be 
transplanted from Pittsburgh to Jamshed- 
pur, India, and the machines will run the 
same way and chemicals will react as ex- 
pected. 

The same is not true of marketing. Social 
customs, individual attitudes, education, 
business institutions, methods of communi- 
cation, and governmental influences and 
control differ markedly between India and 
the United States. Modern-day marketing 
methods in this country cannot be directly 
transplanted successfully to the Indian 
economy. Change must be more gradual, 
and American methods probably will never 
fit exactly. 

There are a number of aspects of mar- 
keting, however, in which improved meth- 
ods would aid Indian economic development. 
One of the main deterrents to effective ad- 
vertising is being overcome. Education is 
expanding the percentage of literates rap- 
idly. As more people learn to read, there 
will be more newspapers and magazines 
which can be used as advertising media. 

The physical handling of goods also offers 
opportunities for great improvement. Ad- 
ministrative barriers hamper an already 
limited transportation system and storage 
facilities are far short of needs. Standard- 
ization of quality is almost unknown; but, 
as demand creation techniques develop, thus 
permitting brand names to establish fran- 
chises, standardization will undoubtedly 
become more common. 


“Boot Polish, same reference as footnote 
3, p. 15. 
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Operations Research in Making 
Marketing Decisions 


business. 


HE potential value of operations re- 
search must ultimately depend on the 
development of basic methods and concepts. 
First, the case for operations research 
cannot be based on its “tools” or “tech- 
niques.” If it is to be of value, it must offer 
more than statistical method, linear pro- 
gramming, and waiting-line analysis. 

Second, the contributions discussed in 
this article are not limited to work done 
with an “operations-research” label. How- 
ever, the operations-research approach pro- 
vided a focal point, and a center of common 
interest. 

The case for the contribution of opera- 
tions research in marketing can be based 
on three main points: (1) the systems con- 
cept; (2) the emphasis on experimentation; 
and (3) the model concept, and the search 
for models of consumer action. 


* ABOUT THE AUTHOR. John F. Magee, Head of 
the Operations Research Group at Arthur D. Little, 
Inc., has been a member of the staff since 1950. 

He has an international reputation for his “Pro- 
duction Planning and Inventory Control," published 
by McGraw-Hill in 1958. He is a contributing author 
to texts in the field, including “Effective Marketing 
Action" (Harper 1958). He is a member of the 
American Marketing Association; a founding member 
of the Operations Research Society of America, and 
a member of the Council of the Society and of its 
Publications Committee; Associate Editor of “Opera- 
tions Research"; and the author of several technical 
papers and survey articles on operations research and 
marketing. 

Mr. Magee received his M.B.A. from the Harvard 
Graduate School of Business Administration, and com- 
pleted graduate work in mathematics and mathemat- 
ical statistics at Columbia University. ; 


JOHN F. MAGEE 


Operations research, a confusing and mysterious concept to many 
in marketing, is finding a significant role in analysis and integration of 
other business functions in support of marketing. 

The author shows that the notion of operations research as a collec- 
tion of special mathematical techniques is breaking down. The field is 
showing its power in building concepts and methods for research in 


THE SYSTEMS CONCEPT 


Marketing people often stress the mar- 
keting function, as distinct, for example, 
from manufacturing, finance, or other in- 
dustrial functions. To be sure, it is im- 
portant to build functional knowledge and 
skill in marketing. But it is also im- 
portant to recognize that the systems skills 
and concepts of operations research are a 
useful complement to functional skills of 
marketing. 

The systems concept is well illustrated in 
the field of inventory control and manage- 
ment. Marketing managers are interested 
in inventory management since most in- 
ventory investment, whether held by re- 
tailers, manufacturers, or others in be- 
tween, is held for marketing purposes. 
Decisions on product line, promotions, or 
channels of distribution will seriously affect 
the requirements of inventory investment. 
So will customer demands and buying pat- 
terns. 

Despite its great importance, the subject 
of inventory management is one on which 
the marketing literature is peculiarly silent. 
Perhaps this is because inventory manage- 
ment is a system problem and, therefore, is 
beyond the limits of control of any one 
function. 

Figure 1 indicates that the inventories at 
each point serve as buffers between succes- 
sive operations or functions. Any policy 
must take into account costs and problems 
of both the user and the supplier. Four 
elements exist in a typical factory-to-cus- 
tomer distribution system: (1) local and 
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regional warehouses, and the inventories 
stored in them; (2) transport facilities; 
(3) production facilities and central stor- 
age; (4) the communications system. 

Each one of these elemenis is essential. 
The proper balance of the interrelationships 
among them determines the efficiency of the 
distribution system. 

Many questions arise in the planning of 
a distribution system: 


1. What about the location and number of 
warehouses? With more or better located 
warehouses, we can get closer to the 
customer, perhaps give better service, 
cut local delivery costs. But with fewer, 
we can achieve greater “throughput” in 
each, afford more frequent replenish- 
ment, cut field stocks, or give more re- 
liable delivery with the same stocks. It 
has been estimated that from about 
twenty distribution points, properly lo- 
cated, we can reach over 80 per cent of 
the consumer market within one day. 
Is this the right number to meet any 
particular company’s needs? What is the 
right balance? 

2. What items and in what quantities shall 
the local warehouses store to protect 


service? Study of the product lines of 
a wide variety of industries shows that 
these follow a common pattern (a Lorenz 
curve), as shown in Figure 2.1 The 
curves in Figure 2 show the range 
within which the experience of most 
companies falls, depending on specific 
product line and market characteristics. 
The top 10 per cent of the items account 
for as much as 80 per cent of the sales 
volume; half of the items account for 
as little as 2 per cent of the sales. In 
most businesses, these slow-moving items 
account for far more of their share of 
inventory investment, service headaches, 
and handling costs. Where shall these 
be carried to balance investment cost and 
insure availability—at all field locations, 
a few regional distribution centers, or 
only at the producing plants? 

3. What transport method shall be used to 
replenish inventories? To what extent 
can higher priced transport cut delivery 

>See Robert G. Brown, Statistical Forecast- 
ing for Inventory Control (New York: Mc- 

Graw-Hill Book Company, Inc., 1959) for a 

discussion of the Lorenz curve and related 


lognormal distribution and the significance of 
these to inventory control. 
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Figure 2. Per cent of total income drawn from high-volume items versus per cent 


time and the size of local inventories? 
The day when transportation decisions 
could be made strictly on a cost-per-ton- 
mile basis is gone. In today’s competi- 
tive, diversified nation-wide markets, 
fast, flexible and reliable transport is 
required for adequate distribution. 


. Can accelerated communications make 


possible better service and smaller in- 
ventories? The new technology of in- 
formation handling must be properly 
integrated in production-distribution 
systems if these are to respond to the 
market challenge. 

. What balance among service to the field, 
inventory investment, and production 
stability makes sense? Sales, promotion, 
and field-stocking policies have a tre- 
mendous impact on production stability. 
In industry after industry, consumers 
are using products at a stable rate, yet 
marketing practices generate major 
demand fluctuations on plant facilities. 
These fluctuations cost money — even 
ignoring the social effects—and thereby 


of total items included. 


cut margins and make the marketing job 
more difficult. 

These questions cannot really be an- 
swered in isolation; they are tightly inter- 
related. A sound answer for any business 
depends on a balance of costs and needs. 
The interests of no single function in the 
business are sufficient to get a sound an- 
swer. The whole production-distribution 
system must be examined. 

Within the last ten years these systems 
have received considerable study in the 
operations-research field, and so there is 
now a sizable, growing body of theory and 
method to deal with them.” 

During the next ten years new, growing 
technologies in the handling of information, 
transportation, and materials, increased 

*John F. Magee, “Guides to Inventory Pol- 
icy,” Harvard Business Review (January-Feb- 
ruary, March-April, May-June, 1956), pp. 46- 
60, 103-116, and 57-70. For more detailed 
discussion, see John F. Magee, Production 
Planning and Inventory Control (New York: 
McGraw-Hill Book Company, Inc., 1958), and 
Robert G. Brown, same reference as footnote 1. 
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attention to distribution costs, and changes 
in manufacturing technology can be ex- 
pected to have serious impact on product 
engineering, plant location, manufacturing 
organization, logistics, and distribution 
cost. These are vital matters to the market- 
ing function. The operations-research field 
can assist in designing production-distribu- 
tion systems to capitalize on changing tech- 
nology to meet marketing needs. 

Two other areas where operations-research 
concepts and methods of dealing with 
systems are beginning to play a role are: 
1. The timing and location of facilities 

investment to meet anticipated forecast 
requirements. Here a key problem is 
to make sure that capital expansion 
plans are flexible enough to adapt to 
forecast inaccuracies or changing con- 
ditions. 
2. Allocation of marketing effort among 
media, markets, or products; between 
increased penetration and market ex- 
pansion; and between immediate profits 
and future returns. Here progress is 
modest but encouraging. 


EMPHASIS ON EXPERIMENTATION 

Marketing as a profession is a blend of 
art and science. Marketing management 
must always depend on creative thought, in- 
tuition, and imagination, as do other profes- 
sions—medicine, aeronautical engineering, 
and others. 

This implies that experimentation, the 
method of scientific inquiry, must be one 
of the tools of marketing. Experiments are 
used to test hypotheses about the effect of 
a given factor and the extent of that effect. 
Surveys, which may provide a representa- 
tive picture of customers’ characteristics or 
figures for control or market forecasting 
purposes, are at best only a limited form 
of experiment. If we wanted to get a 
measure of the balance of different kinds 
of farm soil conditions in the United States, 
a probability sample might be the approach, 
perhaps biased or stratified to match con- 
centration on agriculture. But if we want 
to measure the effect of fertilizer on crop 
growth, as influenced by soil conditions, a 
rather different experimental design would 
be used. 

There is plenty of room in marketing for 


other kinds of experiments, designed to 
measure differences among customers, to 
test hypotheses about the effects of dif- 
ferent marketing actions, and to measure 
purchasing characteristics of elements of 
the market. The design of such experi- 
ments is quite different from the typical 
“representative” survey; the objectives are 
different. Yet marketing literature, which 
places great emphasis on “representative” 
population surveys, contains relatively little 
on the design and operation of other types 
of tests. 

The methods of experimental design have 
been highly developed by statisticians, 
biologists, and others. Today these meth- 
ods are playing a vital role in such fields 
as medicine, space engineering, and chemi- 
cal engineering, far from the original fields 
of agriculture, where the interest in ex- 
perimental design was nurtured. 

Here are some examples of such experi- 
mentation: 

1. One well-known distributor of consumer 
goods wanted to study the effectiveness 
of its allocation of advertising expendi- 
tures among local markets. It selected 
forty representative markets. In half 
of these, the marketing program was 
turned backward: heavy effort was put 
on the normally lightly hit markets, and 
vice versa. This campaign ran for a 
year, with detailed records of sales and 
customer reactions. The test program 
was not better; the management knew 
it was probably much worse than nor- 
mal practice. The experiment was de- 
signed to test the assumptions underly- 
ing the allocation of promotion, and to 
get a measure of differences. 

No doubt this was expensive, but the 
company has continued similar tests. 
The information gathered by experi- 
ments is just as valuable as is informa- 
tion produced by surveys. 

2. Charles K. Ramond has described the 
start made by duPont to use the method 
of evolutionary operation to experiment 
with marketing effort. This is a method 

*Charles K. Ramond II, “One Company’s 
Approach to Measuring Advertising Effective- 
ness,” Proceedings: Fourth Annual Confer- 


ence, Advertising Research Foundation (New 
York: October 2, 1958), pp. 25-30. 
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developed particularly for analysis of 
complex chemical processes where ex- 
periments to improve operations must be 
done on the full-scale equipment. In 
process operations, experimentation can 
be expensive indeed, but very worth 
while. 


3. In other articles by the author are 
examples of experiments using the clas- 
sical methods of experimental design— 
Latin square, randomized block methods, 
ete——and the related techniques of 
statistics, such as analysis of variance.* 
We have found these techniques ex- 
tremely valuable in setting up meaning- 
ful marketing field experiments and get- 
ting sound interpretation. 

The methods of design of experiment and 
statistical analysis of experimental data 
are part of our common store of knowledge. 
Many fields of research and engineering are 
using these techniques, adding to them, and 
benefiting from them . 

Use of experiments in marketing is 
neither easy nor inexpensive. But it is 
hardly more difficult, or more expensive, 
than many modern experiments in other 
fields, such as chemical engineering or 
physics. And marketing has just as much 
to gain by building and using experimental 
techniques peculiar to its own needs. 

Here are just two key experimental prob- 
lems that need to be solved: 


1. How to measure change in individual 
customers. Most marketing-survey tech- 
niques give us a snapshot of the in- 
dividual customer. For many purposes, 
we want a measure of change in pur- 
chasing, attitude, or whatever as well. 
Indeed, change may be a key attribute.® 
Panels are valuable in giving us some 
measure of change, but their difficulties 
are well known. 


2. How to select experimental samples to 
balance low variance against experimen- 
tal opportunity and cost. Experimental 


‘John F. Magee, “Some Approaches to Meas- 
uring Marketing Results,” Proceedings of the 
National Conference, American Marketing As- 
sociation (Philadelphia: December, 1957). 

‘Eva Mueller, “Effects of Consumer Atti- 
tudes on Purchases,” American Economic Re- 
view, Vol. 47 (December, 1957), pp. 946-965. 
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units do not have to be representative, 
but reasonable homogeneity within ex- 
perimental blocks is certainly desirable. 
Statistical methods of experimental de- 
sign in marketing are used, and the use of 
these techniques is growing. Operations- 
research people are contributing in two 
ways to this development. Characteristically 
they are trained in experimental and statis- 
tical techniques required; and their training 
leads them to press for use of these methods 
to get the measurements needed in systems 
studies and in building and testing models 
of customer activity. 


MODELS OF CUSTOMER ACTIVITY 


A model is a representation of something 
which can be used more readily for study 
than the thing itself. A ship model in a 
basin, or an aircraft model in a wind tunnel, 
can be used to study the drag and turbu- 
lence which the full-scale vessel will en- 
counter. 

There are many ways of describing cus- 
tomers. The use of psychological and 
sociological concepts has grown tremen- 
dously, for example. There is another 
method which is also of value—quantitative 
models of customer activity. 

A simple example based on the “switch- 
ing” or “transition” concept will illustrate 
how such models might look. Suppose we 
could classify the potential market for a 
product into two groups: customers and 
noncustomers. Then in time there will be 
some interchange. Figure 3 illustrates the 
situation where the “customer” group con- 
stitutes a third of the total: 20 per cent 
leave in a period and are replaced by 10 per 
cent of the noncustomers. This can be 
summarized in the following two-way table: 


End of Period 
Start of Period Customer Noncustomer 
Customer 80% 20% 
Noncustomer 10% 90% 


Sales effort might be characterized in 
terms of its effect in changing the transi- 
tion rates. This is a pretty artificial con- 
cept. What evidence is there that it has any 
merit? In what directions is work going on 
to improve and expand it? What use is it? 
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FiGuRE 3. Switches in customer preference. 


Some time ago, Vidale and Wolfe pub- 
lished results of work on evaluating ad- 
vertising.6 They proposed a model or de- 
scription of advertising results based on 
this work. The “transition” concept gives 
exactly the same results they demonstrated. 

Kuehn published some very interesting 
studies of consumer panel data which show 
closely similar activity among the con- 
sumers studied.” 

Brown, Hulswit, and Kettelle have re- 
ported a study of industrial salesmen’s ef- 
fectiveness.* The results of an experiment 
they describe show how industrial customers 
follow this same “switching” pattern. 

The basic idea of class and intergroup 
transition can be expanded. The two-way 
table might encompass any number of 
groups: two as shown above, ten, fifty, a 
hundred, or more. George E. Kimball and 
others are developing methods for setting 


*M. L. Vidale and H. B. Wolfe, “An Opera- 
tions Research Study of Sales Response to 
Advertising,” Operations Research, Vol. 5 
(June, 1957), pp. 370-882. 

* Alfred A. Kuehn, “An Analysis of the Dy- 
namics of Consumer Behavior and Its Implica- 
tions for Marketing Management,” Carnegie 
Institute of Technology, May, 1958. 

*Arthur A. Brown, Frank T. Hulswit, and 
John D. Kettelle, “A Study of Sales Opera- 
tions,” Operations Research, Vol. 4 (June, 
1956), pp. 296-308. 


up such groups. The basis for the groups 

may include social or economic condition, 

attitudes, use patterns, current brand 
usage, or other factors. This makes it 
possible to use the “transition” model to 
interpret attitude and survey data, and to 
study durable as well as nondurable goods. 

Here are some of the ways such models 
are being used: 

1. To identify the characteristics that 
are most important to change in custom- 
ers—for directing marketing action. 

2. To identify the numbers to be measured 
by survey or experiment. 

3. To interpret experimental results to 
work out sales budgets and allocation. 
For example, Herniter has shown how 
this switching concept can be used to 
choose advertising policy based on long- 
term payoff.® 

Models based on this concept or others, 
cannot be viewed as the only way to charac- 
terize customers. Such a model is one 
useful way of looking at customers that 
operations research has introduced. It com- 
plements and supports the usefulness of 
studies of customer attitudes and the bases 
for them. 


*Jerome D. Herniter, “An Application of 
Dynamic Programming to a Sales Problem,” a 
paper presented at the Thirteenth National 
Meeting of the Operations Research Society 
of America, May 15-17, 1958, in Boston. 
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Interdisciplinary 
in Marketing 


future. 


to marketing. 


HE INTERDISCIPLINARY approach 

to marketing includes utilization of con- 
tributions of the social and behavioral sci- 
ences, the physical sciences, and various 
areas of business administration and eco- 
nomics. The strength of the total approach 
lies in the addition of new dimensions and 
more meaningful perspectives to various 
marketing concepts, development of im- 
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Horizons 


© WILLIAM LAZER and EUGENE J. KELLEY 


Marketing has reached a stage in its development as a discipline 
where critical evaluation of research findings and theories from other 
fields can add new dimensions to the field of marketing. More materials 
of other disciplines are likely to be incorporated in marketing in the 


This article surveys some of the present and potential contributions 
of behavioral science findings and quantitative measurement methods 


proved techniques for solving marketing 
problems, integration of findings and the- 
ories with marketing practice, and the de- 
velopment of a more widely applicable and 
generally useful body of marketing knowl- 
edge. 

The potential promise of an interdis- 
ciplinary approach to the development of 
marketing theory was discussed by Wroe 
Alderson and Reavis Cox a decade ago. They 
wrote “that here and there in the literature 
of several intellectual disciplines are ap- 
pearing the elements from which an ade- 
quate theory of marketing will be con- 
structed.”! 

There has not yet been, however, any 
substantial acceptance of the development 
of a truly interdisciplinary approach to 
marketing knowledge. The use of other dis- 
ciplines in marketing to date may be char- 
acterized as multi-disciplinary. 

Individual marketers have brought spe- 
cific problems to psychologists, sociologists, 
anthropologists, social psychologists, and 
other behavioral scientists. In many in- 
stances these specialists were able to find 
solutions. The problems were studied, how- 
ever, from the limited perspectives of par- 
ticular subject-matter areas. As a result, 
the needed cross-fertilization of ideas and 
the integration necessary to obtain more 
widely applicable generalizations and mar- 


*Wroe Alderson and Reavis Cox, “Toward a 
Theory of Marketing,” JOURNAL OF MARKET- 
ING, Vol. 13 (October, 1948), pp. 137-152, 
p. 142. 
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keting concepts has not occurred on any 
large scale. 

The point of departure and the focus of 
study differ with each of the disciplines 
underlying marketing. But there are fre- 
quently great similarities in the methodol- 
ogy and content of marketing and that of 
other disciplines. Marketing progress can 
be furthered by studying the similarities 
among disciplines rather than emphasizing 
the differences. 


BEHAVIORAL SCIENCE 
CONTRIBUTIONS TO MARKETING 

Table 1 relates specific behavioral science 
concepts to particular problems being faced 
by marketing management. It illustrates the 
value of the interdisciplinary approach in 
extending the frontiers of marketing knowl- 
edge and in helping to solve marketing 
problems. For example, such concepts as 
communication and information, motivation 
and behavior, creativity, problem solving, 


TABLE 1 
BEHAVIORAL SCIENCE CONTRIBUTIONS TO SELECTED MARKETING MANAGEMENT PROBLEMS 


Marketing Administration 


Creativity, Problem Solving & Decision 
Making 


Leadership and Administration 
Organization 
Systems--Survival and Growth 
Goods and Services Mix 
Adjustment and Change 
Consumers and Consumption 
Innovation 
Products, Packages, Brands & Images 
Role, Status, and Symbols 
Communications Mix 
Attitudes and Opinions 
Communications and Information 
Individuals and Group Relations 
Motivations and Behavior 
Persuasion and Influence 
Distribution Complex: Channels & Physical 


Centralization, Decentralization & 
Integration 


Institutional Structure 


— 
Ld 


Wealth and Income 


Wants, Needs, and Goals 


Key 


Considerable significance 
Some significance 


Little significance 


% 


> 
| 

| 
| | 
| 
| 
i 
| 

j 
| 
| 


| 
| 


i 
| 
| 


26 


and decision making have significant impli- 
cations for effective marketing manage- 
ment. They are being investigated from 
different vantage points by such disciplines 
as psychology, sociology, social psychology, 
anthropology, and political science. 

Topics of interest to marketing managers 
are grouped according to four major mar- 
keting problem areas in Table 1. These 
areas are marketing administration and the 
three major components of an integrated 
marketing program. A unified goal-directed 
marketing program and its resulting mar- 
keting mix is comprised of three submixes. 
These are the goods-and-service mix, which 
includes product and pricing elements; the 
communications mix, which includes the 
functional areas of advertising, sales pro- 
motion, and personal selling; and the dis- 
tribution mix, which is comprised of chan- 
nels of distribution and physical distribution 
activities. The table illustrates the signifi- 
cance of the findings of several behavioral 
sciences to marketing management in solv- 
ing specific problems within each of these 
areas. 

These rankings are an attempt to relate 
in broad terms the degree of significance of 
the concepts. They were determined after 
an investigation of the literature of psychol- 
ogy, sociology, social psychology, anthropol- 
ogy, and several business administration 
areas. Specialists in these disciplines were 
consulted to substantiate the rankings. The 
rankings are necessarily subjective. Fur- 
ther research may result in modifications. 

Many of the concepts cannot be conven- 
iently classified as belonging to only one 
discipline. As intensive investigations are 
conducted into specific topics from an inter- 
disciplinary perspective and as the multi- 
dimensional nature of concepts becomes 
more apparent, such tables will become more 
complex. 

Psychologists, sociologists, anthropolo- 
gists, and other social and behavioral sci- 
entists are not necessarily any more unified 
in the concepts they hold of their disciplines 
than are marketers. Complete agreement 
does not exist among these scientists as to 
the most promising lines of development for 
particular aspects of their subject-matter 
areas. The important marketing-subject 
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area of motivation is an example. Motiva- 
tion has been studied at considerable length 
by psychologists and other behavioral scien- 
tists. Rather than any one unified approach 
emerging, at least three major directions 
are being followed by psychologists study- 
ing motivation.? 

First, there is the approach of laboratory 
psychologists who have tended to focus 
upon the physiological aspects of psychol- 
ogy. Then, there are clinical psychologists 
who have concentrated on the role of certain 
psychological factors in motivation. This 
group tends to minimize the biological 
drives as influencing human motivation and 
behavior. The third approach is represented 
by Gestalt psychologists, particularly Kurt 
Lewin and his followers. Of the three, this 
latter approach may have the greatest sig- 
nificance for marketing people in studying 
human motives and other related questions. 

This Gestalt approach is essentially socio- 
psychological in nature. It stresses the the- 
sis that people do react to environmental 
factors. From the Gestalt viewpoint, moti- 
vations and behavior are analyzed as a func- 
tion of the particular person, his inherent 
drives, and of the immediate environment of 
which he is a part. 

These three different psychological ap- 
proaches are cited to indicate that in the 
disciplines underlying marketing a variety 
of theories and avenues to the understand- 
ing of human behavior may exist. The basic 
problems in utilizing behavioral science con- 
cepts in marketing management are to eval- 
uate and reconcile the various theoretical 
explanations and research findings relating 
to a subject. The attempt to integrate nu- 
merous, and often conflicting, explanations 
of behavioral scientists into a practicable 
solution can become a highly perplexing 
experience. 

Also, for many of the problems facing 
marketing management, the behavioral sci- 
ences do not as yet offer useful concepts or 
methods. Indeed, “the behavioral sciences 
as they now stand do not provide a large 


*Herta Herzog, “Behavioral Science Con- 
cepts for Analyzing the Consumer,” paper 
given at the Conference of Marketing Teachers 
from Pacific Coast States held at the Univer- 
sity of California, Berkeley, September 9, 1958. 
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OPERATIONS RESEARCH 


Boolean Algebra 
Competitive-Bidding Theory 
Game Theory 
Information Theory 
Input-Output 

Linear Programming 
Matrices 

Models 

Organization Theory 
Probability 

Queuing Theory 
Replacement Theory 
Search Theory 
Servomechanism Theory 


MARKETING RESEARCH 


Advertising Research 
Analysis of Distribution Channels 
Market Analysis 


Physical Distribution Research 
a Product and Price Analysis 
' Sales Analysis 
Sales Forecasting 
| 
} 
| 
STATISTICS 
Averages 
Correlation 
Dispersions 
Experiments 
Indexes 
Item Analysis 
Proportions SOCIOLOGY 


Reliability 

os Content Analysis 

abulation Interviewing 

Tests of Hypotheses Polls 

Variances Questionnaires 
Ranking 

Samples 

Scales 


Scaling Techniques 
Sociometric Ratings 
Surveys 


PSYCHOLOGY 


Association 

Camera Action 
Cartoon Tests 

Depth Interviewing 
Eye Camera 

Galvanic Skin Response 
Impact 

Personnel Tests 

Picture Frustration 
Ranking 

Recall 

Scaling Techniques 
Semantic Differential 
Sentence Completion 
Subliminal Perception 
Thematic Apperception 


SOCIAL PSYCHOLOGY 


Cartoon Tests 

Error Choice 

Forced Choice 
Interviewing 

Picture Tests 
Questionnaires 
Recognition 

Scales 

Scaling Techniques 
Sentence Completion 
Surveys 

Subliminal Perception 
Thresholds 


FIGURE 1. Measurement in marketing. 


reservoir of immediately useful analytical 
concepts and models.”* This is not a reason 
for ignoring the promise of these disci- 
plines. It is a challenge to begin realizing 
the potential. 


*G. L. Bach, “Some Observations on the 
Business School of Tomorrow,” Management 
Science, Vol. 4 (July, 1958), pp. 351-364 at pp. 
354-355. 


INTERDISCIPLINARY CONTRIBUTIONS TO 
MEASUREMENT IN MARKETING 


Marketing practitioners and teachers are 
aware of the numerous measurement meth- 
ods that have been developed by various 
subject-matter areas. The interdisciplinary 
approach has been used by many measure- 
ment tools such as scaling and ranking 
techniques, personnel tests, various projec- 
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tive techniques, interviewing and question- 
naire methods, statistical sampling and 
measurements, and mathematical models 
and programming. 

Figure 1 specifies some of the more prom- 
ising contributions to measurement in mar- 
keting by five disciplines: sociology, psy- 
chology, social psychology, statistics, and 
operations research. It lists specific meas- 
urement techniques from each discipline 
which have been, or may be, profitably ap- 
plied to marketing research. These tech- 
niques may be useful in solving problems in 
such marketing areas as: advertising, prod- 
uct and price analysis, sales forecasting, 
locational problems, competitive strategy, 
and estimating market potentials. They 
contribute to more precise cardinal and 
ordinal measurements in marketing and fa- 
cilitate the planning and controlling of mar- 
keting operations. 

In many instances tools borrowed from 
behavioral sciences are adapted and modi- 
fied by marketing researchers. Through re- 
finements in application, the basic measure- 
ment techniques themselves are improved 
and marketing research thereby contributes 
to other disciplines. 

This classification of measurement tech- 
niques merely suggests topics of interest. 
It is not comprehensive, and the categories 
are not necessarily comparable. There are a 
number of other important contributing 
subject-matter areas. Many of these tech- 
niques could be classified under several of 
the disciplines cited. In the figure this has 
been done only in a limited number of cases 
to avoid much duplication, but still to indi- 
cate the interdisciplinary overlapping of 
many of the methods of measuring specific 
aspects of human behavior. 


THE INTERDISCIPLINARY CONCEPT 
AND SYSTEMS ANALYSIS 

The integration of the functional areas of 
business administration is an area where 
the interdisciplinary approach may be help- 
ful. The problem is one of viewing a busi- 
ness enterprise as an operating system, as 
a whole. The impact of marketing, finance, 
production, or human-relations decisions on 
other aspects of company operations and on 
the business as a whole must be considered 
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in a total cross-functional view of business 
enterprise. 

Marketing administrators may be on the 
verge of a new level of sophistication in 
understanding marketing’s role in the total 
system of business action. Managers are 
becoming increasingly interested in the in- 
teraction between the components of busi- 
ness enterprise. Forrester has pointed out 
that business achievement depends on the 
successful interaction among five sub-sys- 
tems, the flows of information, materials, 
money, manpower, and capital equipment 
within the firm.‘ 

These five sub-systems interlock to am- 
plify one another within the total business 
complex. Conventional functional thinking 
may not be adequate for an understanding 
of the effects of these interactions. It does 
not allow for anticipated impacts on deci- 
sions, policies, organizational forms, and 
investment choices within the firm. 

Figure 2 indicates the relationship of 
interdisciplinary activity to a marketing 
management system. The disciplines listed 
in the area bordering the external non-con- 
trollable forces can be useful in providing 
information and insights about marketing. 

Consumers are the focal point of the en- 
tire system of business action. They are 
separated from firms attempting to serve 
them in space, time, ownership, valuation, 
and knowledge. These separations tend to 
increase in complex socio-economic systems. 
Sellers attempt to overcome the barriers of 
space and time by communicating to the 
consumer the want-satisfying characteris- 
tics of the product offered through the mar- 
keting program. 

The marketing program is but one sig- 
nificant element in the total business 
system. Marketing decisions should be made 
in terms of their impact on the company as 
a whole and their contributions to over-all 
objectives. The human, financial, and phys- 
ical resources of the firm should be factors 
in marketing decision making since the 
marketing program affects these factors. 
This corporate complex also includes the 


‘J. W. Forrester, “Industrial Dynamics, A 
Major Breakthrough for Decision Makers,” 
Harvard Business Review, Vol. 36 (July- 
August, 1958), pp. 37-66 at p. 37. 
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interrelationships and co-ordination of the 
activities of the manufacturing firm with 
distributors and dealers as part of their 
joint effort to serve the consumer. 

The interdisciplinary approach can be 
useful in understanding and even predicting 
the influence of these external forces on 
marketing decisions. Figure 2 emphasizes 
that marketing and corporate decisions are 
influenced, perhaps determined, by various 
forces which are largely beyond the control 
of the management of an individual enter- 
prise. These include competitive, social, 
political, legal, ethical, and international 
forces. Change is represented in the figure 
by arrows. As business systems become 
more complex, the rate of change increases 
with corresponding increases in the com- 
plexity of business analysis and decision. 

The systems approach to business action 
is particularly important to marketing exec- 
utives and educators. They have a unique 
opportunity to integrate business-manage- 
ment functions into a meaningful whole and 
to take leadership in advancing systems 
thinking in business administration. 

This opportunity stems from two related 
developments. First, businesses in the fu- 
ture will become more marketing oriented. 
Second, the total marketing concept will be 
adopted in which marketing is viewed as an 
integral sub-system within the total system 
of business action. 

The greatest long-run contribution of the 
interdisciplinary approach to the study of 
marketing and business systems may be 
that of influencing the ways of thinking 
about marketing and business problems. 
Marketing students and practitioners using 
the interdisciplinary approach should gain 
added insights into the nature and scope of 
marketing management activities. This is 
because a person’s concept of marketing, 
or any other subject, depends largely upon 
the knowledge of the area gained through 
his own or vicarious experiences. 

Marketing problems may be viewed as 
problems arising from the gratification of 
human wants and needs. As such, partic- 
ular marketing activities become a part of 
the more general problem of raising the 
standard of living through satisfying the 
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needs of human beings. The discipline of 
marketing in this perspective is seen as a 
contributing component of a broader science 
which encompasses man and his culture. 

Acceptance of the interdisciplinary ap- 
proach does not mean that marketing men 
must become psychologists or sociologists, 
nor does it mean that men trained in the 
behavioral sciences should move over com- 
pletely to marketing. The relationship be- 
tween marketing and other disciplines is a 
reciprocal one. Marketing is concerned with 
the study of human action in the market 
place, the study of the process of exchange 
and economic transaction and of the inter- 
acting efforts and responses of buyers and 
sellers in the market. This sphere of human 
action is essential to our economic system 
and the study of it is growing in impor- 
tance. The field of marketing provides a 
testing ground on which to verify, modify, 
and extend the hypotheses and relationships 
which have been described by various be- 
havioral sciences. 

The interdisciplinary approach can con- 
tribute greatly to a more penetrating and 
rigorous analysis of consumers in their 
socio-economic environment. As the body of 
knowledge about human behavior increases 
and is incorporated into marketing thought 
and practice, marketing management should 
be enabled to serve the needs of consumers 
more effectively. 

The application of the interdisciplinary 
approach to marketing, however, is not a 
simple matter. Social scientists themselves 
experience great difficulty in communicating 
about and bridging disciplines. We are still 
a long way from a general science of human 
behavior which could be applied in market- 
ing. 

In the last analysis, it is likely to be the 
marketing men rather than pure behavioral 
scientists who will contribute most to the 
solution of difficult marketing problems and 
the development of marketing thought. In 
the future, as in the past, the major ad- 
vances in marketing knowledge probably 
will come from people who have a market- 
ing background and who possess an intense 
professional interest in advancing science in 
marketing. 
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Early Prediction of Market Success 
for New Grocery Products 


ment practical. 


ANY leading American grocery man- 

ufacturers derive from one-half to 
three-fourths of their sales from items that 
did not exist prior to World War II. Yet a 
survey of 200 large packaged goods manu- 
facturers reveals that four out of five new 
products placed on the market after 1945 
failed.! A reliable method for early selec- 
tion of the most promising fraction of in- 
novations would eliminate much of the loss 
now incurred on failures. 

This article reports progress in early 
prediction of success or failure for new 
grocery store items. The data were obtained 
from National Consumer Panel records for 
national] launchings, but the method is ap- 
plicable to consumer panels in test markets. 

*New Product Introduction, U.S. Small 
Business Administration, Management Series 


No. 17 (Washington, D.C.: Government Print- 
ing Office, 1955), p. 63. 
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® LOUIS A. FOURT and JOSEPH W. WOODLOCK 


This article describes novel methods of using consumer panel statistics 
to predict the success of new grocery products. Since about four out of 
five such products fail, even modest improvements in early identification 
of successes is important. 

The authors show how greater attention to successive waves of repeat 
buying and to intervals between purchases make significant improve- 
They link these somewhat neglected statistics to a 
mathematical model of penetration. 


The time required for prediction by this 
method depends upon the average interval 
between purchases for repeat customers. It 
can be only a few weeks for a new brand 
of margarine, but is nearly a year for cake 
mixes. This contrasts with older methods, 
using sales volume alone, in which the me- 
dian time required for decision of new 
product success has been estimated at 19- 
24 months after completion of full-scale 
launching. The new method has been ap- 
plied to items in the following product 
classes: 

Shortening cake mixes Ready-to-eat cereals 

Foam cake mixes Food drinks 

Frosting mixes Canned fruit 
Specialty desserts Scouring pads 
Cookie mixes Detergents 
Margarine Pet foods 

These predictions depend upon the col- 
lection and efficient use of detailed infor- 
mation on the factors underlying sales. 
Sales volume for any item is the product of 
number of customers times frequency of 
purchase times size of purchase. 

Observation of each of these components 
is required for our method of prediction, 
plus a further analysis: separation of ini- 
tial from repeat purchases, and observation 
of the developing structure of repeat buy- 
ing. All this information can be obtained 
from a consumer panel. 

Consumer panel analysts often have 


* Arthur C. Nielsen, Jr., “Consumer Product 
Acceptance Rates,” in Consumer Behavior, 
edited by Lincoln H. Clark (New York: 
Harper, 1958). 
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examined the penetrations and first repeat 
buying ratios of new products. By pene- 
tration is meant the proportion of house- 
holds that make an initial purchase of an 
item; by first repeat ratio is meant the 
fraction of initial buyers who make a sec- 
ond purchase. 

Once the initial hurdle of attracting 
triers has been passed, this ratio is the 
most important single clue to the future 
success of an innovation. Reasonably high 
values for this ratio are a necessary (but 
not a self-sufficient) condition for success. 
In our experience repeat ratios below 0.15 
(that is 15 out of every 100 triers) almost 
always spell failure; some very successful 
items convert as many as half of all triers 
into repeat purchasers. This facet of the 
observation technique makes possible iden- 
tification of the very successful and very 
unsuccessful at a reasonably early stage. 

The new elements in the method reported 
here are the following: 

1. Experience with a large number of 
earlier new products is used to pre-deter- 
mine the general functional form or shape 
of the cumulative penetration as a function 
of time. Observations of penetration for the 
particular new product are then used to 
determine its unique constants. Having 
estimated these constants, we can then ex- 
tend the penetration as far into the future 
(for the same market) as desired. 

2. The first repeat ratio is applied to 
this extended penetration curve to derive a 
cumulative first repeat purchase curve. 

3. Subsequent repeat ratios as needed 
are similarly applied in turn. These are the 
ratio of third purchases to second, fourth 
to third, etc. The actual number of such 
ratios used depends on the frequency of 
purchase. The values used for these ratios 
are not merely those achieved to date, but 
are estimates for later periods, allowing 
each group of buyers an opportunity to 
make a repurchase. 

4. The time intervals between purchases 
and the average size of transactions are 
observed, the latter separately for new and 
repeat buyers, and applied to obtain volume 
estimates. This separation is sometimes 


*Stanley Womer, “Some Applications of the 
Continuous Consumer Panel,” JoURNAL OF MAR- 
KETING, Vol, 9 (October, 1944), pp. 132-136. 
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vital, for repeat customers may buy the 
large economy size or in multiple units, 
while triers may start cautiously. 


PENETRATION PREDICTION 


As indicated above, extension of penetra- 
tion from observed periods through predic- 
tion periods establishes the framework for 
volume prediction for grocery products. 

There are products such as durable goods, 
novelties, and certain cosmetics, whose mar- 
keting depends solely or mostly upon one- 
time sales for the particular style or model. 
For such products, penetration is the entire 
story; with suitable modifications the pro- 
cedures indicated here can be applied to 
such products. 

Observation of numerous annual cumu- 
lative penetration curves shows that (1) 
successive increments in these curves de- 
cline, and that (2) the cumulative curve 
seems to approach a limiting penetration 
less than 100 per cent of households—fre- 
quently far less. 

A simple model with these properties 
states that the increments in penetration 
for equal time periods are proportional to 
the remaining distance to the limiting 
“ceiling” penetration. In other words, in 
each period the ceiling is approached by a 
constant fraction of the remaining dis- 
tance. 

Such a model is illustrated in Table 1 
and in Figure 1, where the ceiling, x, is 
40 per cent, and the constant of proportion- 
ality, r, is 0.3. In the first time period, the 
number of new buyers is 0.3(40-0) = 12 
per cent. In the second time period, the 
number of new buyers is 0.3(40-12) = 8.4 
per cent. Each increment is simply 1-r 
times the preceding increment. 

Ratios of successive increments in pene- 
tration, such as 8.4/12 or 5.9/8.4 in Table 


TABLE 1 
SIMPLE x,r PENETRATION MODEL 


Example: x=40%, r=—0.3 
Increments in Penetration 


Formula 


1 r(x-0) =rx 


Numerical example 
0.3 (40) =12 


2 r(x-rx)=rx(1-r) 0.3(40) (0.7) —8.4 
3 rx (1-r)? 0.3 (40) (0.7) 2=5.9 
i rx(1-r)* 0.3(40) (0.7) 


EARLY PREDICTION OF MARKET SUCCESS FOR NEW GROCERY PRODUCTS 


MODEL I (x,r) 
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FIGURE 1. New buyer penetration—assumed. 


1, are fast simple estimates of |-r.4 These 
ratios can be averaged and applied to the 
last observed increment repeatedly, to ex- 
tend penetration as far as desired. This 
model turns out to be somewhat too simple, 
but its basic properties remain usable. 

To be more realistic, consider the fact 
that different buyers purchase a product 
class and its individual brands at widely 
differing rates. Experience shows that, 
when buyers are grouped by purchase rates 
into equal thirds, typically the heavy buy- 
ing third accounts for 65 per cent of the 
total volume, the middle third for 25 per 


‘Efficient estimates of l-r and x and a gen- 
eralization of this model are the subject of a 
paper presented to the Stanford meeting of 
the Institute of Mathematical Statistics, 
August, 1960, by Professor Frank Anscombe 
of Princeton University. He points out that 
successive increments can be considered as 
drawings from a multi-nomial distribution 
and presents maximum likelihood estimates of 
l-r and x that are also sufficient statistics; 
that is, they utilize all the pertinent informa- 
tion in the observations. 


cent, and the light third for only 10 per 
cent. This means that, if transaction sizes 
are equal, heavy buyers make 6.5 purchases 
for*every one of a light buyer, while me- 
dium buyers make 2.5, the total averaging 
3.3. 

If the original x,r model is applied to 
each of these thirds separately, this differ- 
ence in purchase frequency will be sufficient 
to induce a remarkable “stretch-out” effect 
in the decline of increments of penetration 
for all buyers combined. This effect is suffi- 
ciently pronounced that the penetration 
model can be improved for the purpose of 
predicting a year ahead by assuming that 
increments of penetration approach a small 
positive constant, k, rather than zero. 

A seemingly plausible alternative expla- 
nation for this behavior, panel turnover, is 
ruled out by observations of penetration 
stretch-out in subsamples chosen so that 
their composition does not change during 
the period of observation. 


This second model is illustrated in Fig- 
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MODEL II (x,r,k) 
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FicureE 2. New buyer penetration—actual. 


ure 2, where total penetration approaches a 
line whose value (at point t after i time 
periods) is x, + ik. We can convert our 
data to observations appropriate to the 
simpler two-parameter model by subtract- 
ing k from observed increments. The x in 
this simpler model then becomes the x, of 
the x,r,k model. Like x and r, k depends 
upon the individual item and its retail 
availability. 

An empirical rule has worked rather well 
for estimating k: let k be one-half the in- 
crement of new buyers during the fourth 
average purchase cycle. The effect of sub- 
tracting too large or too small a k (when 
this is the largest source of error) is to 
produce characteristic serial correlation in 
the deviations of observations from the 
fitted curve of penetration. Too small an 
estimate for k causes the extreme (first and 
last) observed penetrations to exceed the 
fitted values, and those in the middle to be 
less than fitted values. Too large a k pro- 
duces a reverse (excess) curvature. 

Thus a means exists for detecting and 


correcting a mistake in the estimation of 
k. Typically k is a small number, of the 
order of 0.2 per cent per month, or 100,000 
households for a nationally distributed 
grocery product. Actually k has not ex- 
ceeded 200,000 in our experience, nor is 
the model very sensitive to small errors ink. 


PREDICTIONS OF SALES 


If sales volume in a second period is to 
be estimated from observations on sales in 
a first period, several assumptions are re- 
quired. In market areas to be predicted: 

1. Distribution will not shift greatly 
from the level existing at the end of the 
first period. 

2. Promotional expenditures will not be 
substantially different in the second period 
from those during the latter part of the 
first period. 

3. Prices will not change markedly. 

4. Neither the product nor the package 
will be changed. 

5. Competitive activity will not differ 
strikingly. 
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A shift in a single one of these observa- 
ble factors should cause the prediction to 
be off in a predictable direction. A sixth 
assumption might be added—that the man- 
ufacturer does not know the prediction and 
hence does nothing to alter it. Altered be- 
havior, of course, is a large part of the 
value of predictions, and failure for this 
reason is truly success. 

Markets grow by deepening—through ac- 
quiring new triers and through developing 
repetitive buying in the original areas. 
Markets also grow by entry into new areas. 
Thus, the first assumption of constant dis- 
tribution has the double burden of meaning 
steady availability in the old areas and of 
warning that new areas must be estimated 
as a separate procedure. 

In an effort to predict as early as pos- 
sible, we may want to use an observation 
period during which distribution is still in- 
creasing. This problem of gradual regional 
introduction can be minimized by observing 
various regions or markets separately. 

The second assumption acknowledges that 
the costs of introductory promotions typi- 
cally exceed levels that are profitable to 
maintain later. Hence, it is assumed that 
future promotion will be near current lev- 
els in the regions of earliest introduction 
—that is, levels current in those regions at 
the time of prediction. 


Prediction of Repeat Ratios 


The fraction of new buyers who have 
made a second purchase by the end of an 
observation period is necessarily an under- 
estimate of those who will ever make a re- 
peat purchase—for some have not yet had 
an opportunity to repeat. 

This error can be substantially reduced 
by omitting the most recent new buyers 
from the denominator of the repeat buying 
ratio estimate. Omission of those purchas- 
ing within the most recent one or two aver- 
age purchase cycles works well empirically. 
The first new buyers of an item are typi- 
cally heavy buyers of the product class. 
Their average purchase cycle is about one- 
half that of all buyers. (Compare 6.5 pur- 
chases with 3.3 for all buyers.) Thus, for 
equal observation times, the average pur- 
chase cycle of repeat buyers to date will be 
a smaller fraction of the eventual average 


if the product is purchased infrequently. 
Such products will require omission of two 
average purchase cycles’ increments of new 
buyers while omission of one may suffice 
for frequently purchased product classes. 

In practice, the decision to use one or 
two purchase cycles can be guided by the 
trends in the two repeat ratio estimates 
that result. Typically the trends converge 
as information accumulates. 

Similar remarks hold for estimation of 
the proportion of second-time buyers who 
will ever make a third purchase, etc. 

As might be expected, each successive 
purchase increases the probability of still 
another purchase. This is similar to the 
phenomenon noted by Alfred Kuehn for 
successive purchases of established brands; 
each consecutive purchase of a brand in- 
creases the probability that the next pur- 
chase by the household will be the same 
brand.5 Here the purchases do not have to 
be consecutive. Intervention of purchases of 
other brands merely prolongs the time un- 
til a given number of buyers make their 
nth repeat purchase. While these interven- 
tions are important for some purposes, they 
need not be considered here. 


Example of Application 


Table 2 illustrates the process of obtain- 
ing estimated ratios for one product, and 
Table 3 their application. Together they 
present one case history in which data for 
a preliminary observation period were used 
to predict purchases and volume in a sec- 
ond period. 

The first column of Table 2 represents 
the observed number of purchases through 
the end of the observation period, in this 
case a year. The fourth-column purchases 
are observations through somewhat shorter 
periods. While 6,021 new purchases were 
made in the first year, only 4,472 had been 
made 4.82 (2 X 2.41) months before the 
end of the year. Only these are assumed to 
have had an adequate opportunity to make 
a second purchase. Similarly, although 


5 Alfred Kuehn, An Analysis of the Dynam- 
ics of Consumer Behavior and Its Implications 
for Marketing Management, unpublished Ph.D. 
thesis, Graduate School of Industrial Adminis- 
tration, Carnegie Institute of Technology, 
1958. 
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TABLE 2 
DERIVATION OF REPEAT RATIOS 


Average 
interval 
until 
next 
purchase 
(months) 


No. of 
purchases 
during 
observation 
Buyer period 
type 
New buyers 
Ist repeat 
2nd repeat 
3rd repeat 
4th repeat 
5th repeat 
Over 5 


No. of 
purchases in 
observation 

period 

less lag 


No. of 
cycles 
in lag 

2 4,472 

1,932 

917 

550 

282 

190 


Repeat 
ratio 


0.485 
0.559 
0.645 
0.593 
0.797 
3.300 


2,170 first repeat purchases were 
within the first year, only 1,932 had been 
made 1.72 months prior to the end of the 
period, and only these are regarded as hav- 
ing adequate opportunity to make a second 
repeat purchase. 

The first repeat ratio, 0.485, is obtained 
by dividing 2,170, the number of first re- 
peat purchases, by 4,472, the number of 
new purchasers who had an adequate op- 
portunity to make a first repeat purchase. 
Second repeat and further ratios are ob- 
tained by using single cycle lags. Thus, 
0.559 is the ratio of 1,076 to 1,932. Each 
new product has its own set of ratios. Com- 
parison with ratios of other new products 
aids in the evaluation of a new item. 

The final line in Table 2 represents a 
grouping of all purchases beyond the fifth 
repeat rather than the much smaller num- 
ber of buyers. The value 3.3 is obtained by 
dividing 627 by 190. It is not mandatory 
that this ratio be used as the estimate of 


future purchases beyond the fifth repeat; 
work is in process to evaluate this ratio as 
a function of time. 

The ratios in the final column of Table 
2 are applied sequentially to the estimated 
number of new buyers reached by the end 
of the second period—in this example, 8,141. 
(This number comes from the application 
of the second penetration model—r,x,k.) 
Thus, 8,141 X .485 equals 3,948, the num- 
ber of repeat buyers by the end of the sec- 
ond period. Similarly, .559 X 3,948 yields 
2,207, the number of second repeat buyers. 
It can be objected that these repeat ratios 
should be applied to lagged values of the 
previous waves of buyers. This is true, but 
in most instances the differences that result 
are minor because the cumulative buying 
curves are rather flat and parallel by the 
end of the second period. 

The first column of Table 3 shows these 
estimates of purchases by type through the 
end of the second or prediction period. The 


TABLE 3 
ESTIMATED AND ACTUAL PURCHASES (r,x,k model) 


Estimated 
no. at end 
of predic- 
tion period 
(000’s) 


Buyer 
type 


preliminary 
observation 


Difference or 
estimated 
addition in 
prediction 

period period 

(000’s) (000's) 


No. in 


New buyers 
lst repeat 

2nd repeat 

3rd repeat 

4th repeat 

5th repeat 

Over 5 


8,141 
3,948 
2,207 
1,422 

841 

671 
2,214 


Total purchases 19,444 


6,021 2,120 
1,778 

1,131 

831 

515 

448 

1,587 


8,410 
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| 1.72 
1.43 
1.20 
1.19 
1.19 
Actual 
| addition 
(000’s) 
2,544 
1,523 
858 
569 
398 
283 
1,711 
11,034 7,886 
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second column, repeated from Table 2, 
shows actual purchases through the obser- 
vation period. Because the method produces 
estimates on a cumulative basis through 
the end of the second period, it becomes 
necessary to subtract the actual results at 
the end of the first period to establish net 
additions during the second period. 

The third column is the difference in the 
first two and represents predictions for the 
second period—again in this case a year. 

The final column of Table 3 reports the 
actual number of buyers of each type in the 
second period as reported by the National 
Consumer Panel. 

From the structure of Table 3, it can be 
seen that errors in prediction of one type 
of buyer may be partially compensated by 
offsetting errors for other types of buyers. 
In this example, under-estimates for new 
buyers and repeats beyond 5 help to com- 
pensate for over-estimates of the first 5 
waves of repeats. In this sense the entire 
procedure is rather insensitive to error in 
individual details. 

Multiplication of new buyers by their 
average transaction size, 1.05, and repeat 
buyers by theirs, 1.09, and adding, yields 
a total estimated package volume of 9,082,- 
000 in the second period, or a predicted 
decline of 23 per cent. Actual volume was 
8,604,000—down 27 per cent. 

The example shown in Tables 2 and 3 is 
by no means the most accurate in our col- 
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lection of case histories. It was chosen to 
present in detail because it illustrates diffi- 
culties as well as success in prediction. 

Table 4 summarizes estimates that were 
made for this and six other prepared mix 
items. Two marketing considerations de- 
serve emphasis in considering such esti- 
mates: 

1. Is the total volume predicted sufficient 
for profitable operation? 

2. Is a sufficient part of that volume ex- 
pected to come from repeat customers? 

New buyer volume can be expected to 
deflate substantially through time. Repeat 
buyer volume is the ultimate determinant 
of success or failure. 

These marketing considerations suggest 
that comparisons of predicted and actual 
results should be directed in the first in- 
stance to these questions: 

1. Is the total volume estimate reason- 
ably accurate? 

2. Is the proportion of that volume from 
repeat customers predicfed closely? 


APPLICATION TO MARKET DEVELOPMENT 


The foregoing method presents a reliable 
and easily usable prediction model for test 
markets or initial national marketings. It 
has the desirable feature of separating the 
very good and the very bad quickly. Inter- 
mediate cases can be observed for fairly 
long periods of time. In evaluating these 
longer observations, the model makes effec- 


TABLE 4 


COMPARISON OF PREDICTIONS WITH ACTUAL 


RESULTS FOR SEVEN PREPARED Mix ITEMS 


2nd Period 
Volume change 

Product Estimate Actual 

1 + 5% + 1% 

2 —23 —27 

—40 —58 

4 —51 —46 

5 —53 —48 

6» —56 —48 

—59 —59 


* Loss in distribution 


Poriod 2nd Period 
repeat Repeat volume 
volume as as % of total 
% of total Estimate Actual 
35% 64% 61% 
47 77 69 
38 65 58 
33 60 55 
34 50 50 
46 16 14 
24 47 


>» Product reformulated 


¢ Not determined 


Items in Table 4 represent five different introduction times, four different price levels, and 


three different first-period volumes. 


In the two instances where actual change differed from 
predicted change by more than five percentage points, the stated assumptions were violated. 
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tive use of many previously neglected as- 
pects of the cumulative marketing infor- 
mation available from panels.® 

Finally, the model acts in a diagnostic 
capacity for failures. Too few triers might 
be due to the limitations of the promo- 
tional campaign or some limiting aspects 
of the labeling, naming, or use suggestions. 
Too small a repeat ratio implies that some- 


*A different but complementary approach to 
new product evaluation using other aspects of 
panel information is contained in “The Dy- 
namics of Brand Loyalty and Brand Switch- 
ing,” a paper by Dr. Benjamin Lipstein at 
the 5th Annual Conference of the Advertising 
Research Foundation, September 25, 1959, 
New York City. In particular, Dr. Lipstein’s 
technique reveals the source of new buyers in 
terms of their earlier purchases. 
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thing is wrong with the product or the en- 
tire concept. Too long an interval between 
purchases demonstrates the need for large 
numbers of triers if product volume is to 
reach a reasonable level. This suggests the 
advisability of rapid introduction and 
greater stress of multiple uses—if any are 
available. 

Of course, this work is too new for all 
possible difficulties to have been encountered 
yet. Regional variation in product accept- 
ance is one problem; this can be handled 
by treating regions as separate markets. 
Development of a small but very loyal hard 
core of multi-repeat buyers is another 
problem. Tracing through many waves of 
repeat buying rather than grouping beyond 
some selected level permits treatment of 
this type of problem. 


Reprints of every article in this issue are available (as long as the 
supply lasts) at the following prices: 


Single reprint ......... $1.00 Four to 99, each...... $ 0.50 
Two reprints 1.50 40.00 
Three reprints ........ 1.80 Additional 100’s, each. . 20.00 


Quantity Discount 
Special prices for large quantities. 


Send your order to: 
AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street, Chicago 3, Illinois 


Airfreight from a 


Marketing Viewpoint 


© GEORGE M. SHUTES 


Apparently only a small percentage of businessmen know what air- 


freight can accomplish. 


The author reveals how it can be used profitably when the marketing 
approach, or total-cost concept, is used. 


OW FAR are you from San Francisco, 
New York, London, Louisville? This 
simple question can be accurately answered 
in miles, but it becomes more complicated 
and vastly more important when considered 
from a time standpoint. Mileage does not 
change, but communications and transpor- 
tation do and have changed radically. 

The telephone, teletype, air-mail letter, 
and the passenger airplane are accepted 
ways of reducing distance; and, when prop- 
erly used, they are effective for lowering 
total costs and obtaining added profits. 

The same principle applies to the distri- 
bution of products, but the profit advantage 
is often hidden behind walls of tradition, 
aversity, and apathy. 


DISTRIBUTION STRUCTURES 


Today’s distribution structures and mar- 
keting policies should be built around the 
need to deliver the product and make sales 
at the greatest possible profit. Inherited 
distribution structures are not necessarily 
adequate to accomplish this. Both planners 
and doers will see at a glance in Figure 1 
the possibilities for new and perhaps radi- 
cal concepts of physical distribution. 


¢ ABOUT THE AUTHOR. George M. Shutes is 
Regional Director—Distribution Consulting Service in 
Chicago for American Airlines. He attended the Uni- 
versity of California, and is a graduate of the Business 
Leadership Course of Cornell University. 

The author began his career in aviation in 1948, 
when the Airfreight Industry was hardly more than a 
dream. He has lectured at several universities, written 
for trade magazines, and spoken before many profes- 
sional organizations. Mr. Shutes is a member of the 
American Marketing Association, Sales Marketing Ex- 
ecutives of Chicago, and the Great Lakes Industrial 
Development Council. 


What kind of distribution structure would 
be needed to market products in a land just 
5% hours wide and 2% hours deep? What 
would this distribution structure cost in 
comparison to a more traditional one? 


DISTRIBUTION AUDIT 


Costs of acquisition and possession accrue 
in any distribution pipeline. The faster the 
goods move through the distribution func- 
tion, the lower will be the costs of posses- 
sion. Unfortunately, to obtain this reduc- 
tion, handling charges will increase the 
acquisition costs. The problem is to strike 
a better balance... 
session, adding to costs of acquisition to the 
point where total carrying cost is less. 

To achieve this, a distribution audit 
should be made whereby physical distribu- 
tion costs are charted by product and 
function through the entire pipeline. The 
results of such an audit often surprise man- 
agement in that total costs are considerably 
lower in an air-transportation pipeline, in 
spite of the initial high freight bill. In 
other words, if a manufacturer changes 
from surface-plus-warehouse to air directly 
to customer, he will find his storage costs 
(possession) greatly reduced, but his trans- 
portation costs (acquisition) increased. And 
he may find the savings in storage costs are 
greater than the added transportation. At 
present air-transportation rates, the prod- 
uct should, in general, have a value per 
pound of $1.00 or more, although there are 
exceptions. 

An example of a relatively simple distri- 
bution audit, made by a midwestern firm, 
is shown in Figure 2. The commodity has 
a pound value of $5.00, and was formerly 


to lower cost of pos- | 
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Hours Wide 
2!/. Hours Deep 


Figure 1. The jet-age market. 


distributed from the Chicago area through 
a Dallas warehouse. Shipments now move 
by air in bulk from Chicago to the Dallas 
airport, and are redistributed at the airport 
by regular surface transportation to the 
customers in the same territory formerly 
served by the warehouse. A “Warehouse in 
the Sky” in Dallas now performs the physi- 
cal distribution of the goods with no change 
in the order-cycle time, but with a reduction 
of total distribution costs. Major savings 
in the area of possession are more than 
enough to offset added costs of acquisition. 
Figure 2 is based on an actual 10-day sam- 
pling of the two methods of distribution. 


ORDER-CYCLE TIME 


As in the case shown in Figure 2, order- 
cycle time not only can be maintained by 
shipping directly by air in lieu of ware- 
housing, but in other cases often can be 
improved. In order to take advantage of 
the speed-up in transportation, it is impor- 
tant that the ordering, order processing, 
billing, and pick-and-pack functions be re- 
duced to a minimum in time. This may 


require rapid communications and computer 
equipment for handling and processing or- 
ders at a central location. 

One large manufacturer in the Chicago 


area, having inventories strategically placed | 


throughout the United States to insure 
rapid delivery of products, is studying the 
possible cost savings of a “Warehouse in the 
Sky” in the San Francisco area. A 90-day 
inventory consisting of both slow and fast 
moving items is presently carried. Custo- 
mers in northern California now order 
through the San Francisco warehouse, re- 
ceiving their order in one or two days. 
Because of the nature of the business, out- 
of-stock conditions must not exceed 5 per 
cent. This creates a built-in demand for 
emergency use of premium transportation 
for 5 per cent of sales. 

The study considers that orders received 
by the San Francisco sales office could be 
transmitted to Chicago via teletype at 4 
p.m. Pacific Time, 6 p.m. Central Time. 
They would be processed through the eve- 
ning and early morning hours, and the ship- 
ment consolidated for a 9 a.m. jet, arriving 
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AIRFREIGHT FROM A MARKETING VIEWPOINT 


$1,859 Transportation 


da 


FIGURE 2. Substitution of Premium Transportation for Warehouse Where Unit 
Distribution Cost Is Less by Air Distribution (Covering 10-Day Period). 


in San Francisco between 11 a.m. and noon. 
Delivery can be made to the metropolitan 
area that afternoon—a 24-hour or better 
order-cycle time. Those individual ship- 
ments consigned to other northern Califor- 
nia cities will be dispatched from the air- 
port by the same mode of transportation as 
from the warehouse. 

In 1958, the major airlines completed 
about 98 per cent of scheduled flights. Since 
complete stocks are carried at the factory, 
the manufacturer could expect an improve- 
ment of out-of-stock conditions from 95 per 
cent to at least 97 per cent. 

The added cost for this type of distribu- 
tion structure is the difference between pre- 
mium and slower transportation, increased 
communications costs, and probable in- 
creased labor due to shift differential for 
night-order processing and packing in Chi- 
cago. Savings in the functions, as shown 
in Figure 2, plus central billing and reduced 
out-of-stock conditions offer ample opportu- 
nities for serious consideration. Higher in- 
ventory investment and its relation to re- 


turn on investment is a major consideration. 

Table 1 (p. 43) reveals the cost of moving 
one item through a distribution structure 
designed for surface transportation, and 
compares it to the same item moving through 
an Air Distribution structure. In this case, 
the actual cost per item moving by air is 
higher by 4c per unit; however, the return 
on inventory investment is greater by 374 
per cent. A conclusion as to actual profit- 
ability of air cannot be drawn from this 
alone; but it reveals frequently hidden profit 
possibilities which do not appear without a 
thorough analysis of all costs by function 
and profit contribution. 


PROFIT/VOLUME RATIO 


Another major consideration often over- 
looked is cash flow in the distribution struc- 
ture. In using the profit/volume ratio tech- 
nique, fixed and variable costs and the 
break-even point can easily be determined. 
Transportation is a variable cost; and, if 
premium transportation can reduce the need 
for fixed obligations in terms of brick and 
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$1,200,000 | Increaged Seles. 
$1,000,000 | Present Seles _ 
! 
775,000 |Break-even Point 
i 
$ 270,000 Costs 
] 
1 
1 
0 i 
Expected sales increase if 3 day or less delivery 
Weight shipped ($1,200,000 + $3.00) -400,000 lbs, 
Present surface transportation rate eoecereeeeeeeee 10¢ per 1b. 


Static Accounting 
Profit margin, 10% 
Added cost, $40,000 
Profit margin, $10,000 
loss, $30,000 


Profit contribution, 35% (P/v)* 

Added cost, $40,000 

Profit contribution, $70,000 (.35 x $200,000) 
Net gain, $30,000 


% Determined by Method of least Squares 
FicuRE 3. Break-even chart. 


mortar, working inventory, and related 
costs, a percentage of cash flow can be di- 
verted from fixed to variables. This, in 


itself, can be an important consideration. 
Figure 3 considers faster deliveries as a 
marketing tool only, without any area for 
cost savings. The profit/volume ratio can 
be used to determine the contribution to 
profits on new sales attributable to shorter 


order-cycle ‘time derived by faster deliv- 
eries. It must be recognized that faster 
transportation with respect to order cycle is 
fundamentally efficient when the other physi- 
cal distribution functions are also efficient, 
that is, order processing or pick and pack. 

The assumption is made that a manufac- 
turing company has determined that a 20 
per cent sales increase could be realized in 
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a market 2,000 miles away, if the customer 
could receive his order in three days instead 
of seven to ten. One solution would be to 
establish a warehouse near the greatest 
number of customers. The cost of this, in- 
cluding transportation “in” is estimated at 
8 per cent of sales value (wholesale) or 24c 
per pound (.08 x $3.00) from point of man- 
ufacture to “out dock” of warehouse. The 
cost from factory to destination airport by 
airfreight would be 20c per pound, and 
therefore air distribution is the best possi- 
bility, since the service to the customer 
would be comparable but the cost by air 
would be less. 

The break-even chart reveals a profit con- 
tribution of 35 per cent. Therefore, the 
contribution to profit on new sales derived 
from 2-to-3-day delivery time is $30,000 a 
year more than the added airfreight costs. 


If management were to rely on the profit 
margin of 10 per cent, the conclusion would 
be drawn that neither the warehouse nor 
air distribution would be profitable. But 
the break-even chart shows the fallacy of 
averages and reveals the true profitability 
from the added sales. Since functions are 


not static and other important factors are © 


not held constant, the profit/volume tech- 
nique is of further value as a forecaster, 
and it should be kept current. 


THE END RESULT 

It would be wise for management to in- 
clude in its thinking the many profit possi- 
bilities from air distribution. The simple 
fact that airfreight rates for carriage of 
goods are higher than surface transporta- 
tion is as meaningless as saying that the 
air-mail letter is more costly than regular 
mail. It is the end result that counts. 


TABLE 1 


EFFECT OF AIRFREIGHT ON INVENTORY RETURN ON INVESTMENT UNDER PARTIAL 
INVENTORY REDUCTION, DUE TO FASTER TRANSPORTATION AND REDUCED SAFETY STOCK 


Unit Coet Unit Cost 
Via Warehouse Air Direct 
Selling price (per unit) $2.00 $2.00 
Inventory carrying cost— 
warehouse and freight to warehouse $ .16 $ .20 
Other distribution cost 74 -74 
Manufacturing cost 90 .90 
Total cost $1.80 $1.84 
Controllable profit $ .20 $ .16 
Inventory turnover rate 12 36* 
I P 
AI = x= Al 
X—Return on inventory investment Solve for Al 
I—Inventory value in $ per unit I I 
I1A—Average inventory in $ per unit AI = T AI = + 
T—Inventory turnover rate 90 90 
AI = .075 AI = .025 
Solve for X 
P P 
x= Al i= Al 
.20 16 
X = 076 xX = 
X = 266% X = 640% 


*Based upon new inventory levels from centralized stock location at factory. 
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The Impact of Some 
Regional Shopping Centers 


development. 


near New York City. 


ENTRAL CITY and suburban business 

districts have been undergoing contin- 
uous restructuring, largely because of the 
development of metropolitan areas, changes 
in consumer behavior, and innovations by 
business. 

The planned regional shopping center 
operating under a central management is 
a recent example of a business innovation 
that was made possible by suburban devel- 
opment, and which is itself leading to other 
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Originally a product of suburban growth, shopping centers are now 
generating vast changes in retailing and in metropolitan community 


This article discusses the complex reshuffling of customers among 
suburban districts as well as between central city and suburbs. This 
is a study of two major regional shopping centers in a suburban area 


significant alterations in the whole field of 
retailing and in the community in general. 
The development of regional shopping cen- 
ters and their incorporation into a subur- 
ban area necessarily involves change and 
adaptation in older, established downtown 
shopping districts. The result is not just a 
simple and direct shift of trade from the 
central city to suburban shopping centers, 
but involves a complex reshuffling of cus- 
tomers among the various retailing dis- 
tricts, and varies for different types of 
goods. Thus, the problem of change in the 
older districts also needs investigation. 

This article reports the results of a study 
of the changing shopping use, by suburban 
residents, of New York City and of sub- 
urban downtown business districts, as a re- 
sult of the introduction of suburban shop- 
ping centers. 


HOW THE STUDY WAS MADE 


Two planned regional shopping centers in 
New Jersey—Bergen Mall, about seven 
miles from New York City, and Garden 
State Plaza, about one mile farther on the 
same major highway—opened within six 
months of each other in 1957. At present, 
sixty-six stores are open in the Garden 
State Plaza and fifty-two stores in Bergen 
Mall. It is estimated that the combined sales 
of the centers will total about $200 million 
when they are fully developed. 

It was decided to interview families in 
the towns with the largest retailing dis- 
tricts in Bergen County and within the 
zone of maximum impact from the new 
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shopping centers. The towns selected for 
study were Hackensack, Fair Lawn, Engle- 
wood, and Ridgewood, ranging in popula- 
tion from 22,000 to 32,000. Each is located 
within ten minutes’ driving time of the two 
regional shopping centers. 

Detailed interviews were conducted with 
a panel of 500 families in 1957; and 435 
of these families were successfully reinter- 
viewed in 1958. Respondents were selected 
by a modified two-stage probability method: 
first, a random sample of blocks was se- 
lected within each town, and then a random 
sample of dwelling units was drawn within 
the selected blocks. Interviews were con- 
ducted by graduate students trained in in- 
terviewing, and closely supervised by two 
instructors. Four call backs were required 
at different hours of the day before substi- 
tution for the assigned respondent was per- 
mitted. 

A check of the characteristics of the 
sample against 1950 Census data and other 
available data on the population indicates 
that the sample closely resembles the popu- 
lation. The data make it possible to trace 
in detail the amount and type of change 
in consumer shopping behavior during the 
first year after the opening of the regional 
centers, and to determine the specific types 
of people who exhibited particular types of 
changes. 


In the early stages of metropolitan 
growth, there was increasing demand by 
shoppers on the central city. The present 
data indicated that a reversal had been tak- 
ing place. There had been a net decrease in 
shopping in New York City by suburban 
residents. In addition, the development of 
suburban regional shopping centers had re- 
sulted in a net decrease in shopping in the 
established suburban business districts as 
well as in suburban strip zones. There was 
a wide variation in the magnitude of the 
impact on the various business districts. 


New York City 


Prior to the opening of the regional shop- 
ping centers, seven in ten of the suburban 
families shopped in New York City to some 
extent. About 15 per cent of the families 
could be called “major New York shoppers,” 


in that they went there more than any other 
place for things other than food. 

The question asked to isolate the “major 
shoppers” for a town was: “In which town 
or shopping center do you shop more than 
any other for things other than food?” 

A second question used in the present 
analysis was: “In which town or shopping 
center do you more often buy these things 
than any other place: your better clothing, 
your everyday clothing, major furniture, 
appliances, children’s clothing, husband’s 
clothing, food?” The respondent indicated 
one place for each type of goods. 

A third question, used to determine fre- 
quency of shopping in a town and to locate 
those who never bought there, was: “How 
often have you shopped in or bought things 
in each of these towns or shopping centers 
during the last year, that is, since last 
April—once a week or more, one to three 
times a month, less than once a month, or 
never?” A list of towns and shopping areas 
followed. 

For each town the respondents were clas- 
sified as “major users,” “moderate users,” 
and “nonusers.” “Major users” are those 
who said they shopped in the town more 
than any other place. “Nonusers” are those 
who said they never shopped in the town. 
“Moderate users” shop in the town but 
shop more in some other district. 

For specific types of goods, the propor- 
tion who bought in New York City more 
than any other place was greater than the 
proportion who bought most of all types 
of goods there. For example, a third of the 
families considered New York City the 
place where they purchased most men’s 
clothing, and one-half used New York 
stores more than any other place for at 
least one specific type of goods. 

One year after the opening of the re- 
gional shopping centers, the number of sub- 
urban families buying in New York City 
had dropped from the former seven in ten 
to six in ten (a net decrease of 13 per cent). 
These figures do not fully reflect the serious- 
ness of New York’s loss. The more impor- 
tant finding is that the sharpest decline had 
been among the families who formerly did 
most of their shopping in New York City. 
The 15 per cent of suburban families who 
formerly shopped mostly in New York had 
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TABLE 1 


DEGREE oF Use OF NEw YorK CITY AND Four SUBURBAN TOWNS BEFC:E AND AFTER 
OPENING OF REGIONAL SHOPPING CENTERS 


Degree of use of town business district (%) 


Total 
Moderate families 
Business district Major users users Nonusers (485) 
New York City: 
Before shopping centers 15 55 30 100 
After shopping centers 7 54 39 100 
Hackensack: 
Before shopping centers 31 48 21 100 
After shopping centers 20 53 27 100 
Ridgewood: 
Before shopping centers 22 20 58 100 
After shopping centers 18 18 64 100 
Englewood: 
Before shopping centers 14 15 71 100 
After shopping centers 11 17 72 100 
Fair Lawn: 
Before shopping centers 8 28 64 100 
After shopping centers 6 29 65 100 


been reduced to only 7 per cent, a loss of 
more than half. One-third of the shoppers 
now patronized New York more than any 
other place for at least one specific type of 
goods, whereas before the regional centers 
opened one-half did so. See Table 1. 
Another aspect of the problem is the 
change in frequency of shopping in New 
York City. Of those who formerly traded at 
least once a week in New York, only a 
fourth maintained this schedule after the 
centers opened, and three-fourths shopped 
less often. Summarizing the frequency 
changes for all shoppers who formerly 
bought in New York, it was found that: 

. . . 45 per cent shopped less frequently 
in New York after the regional 
centers opened than they did be- 
fore. 


. . . 47 per cent shopped at the same fre- 

quency. 

... 8 per cent shopped more fre- 

quently. 

The detailed changes in frequency of 
shopping in New York City from before to 
after the regional centers opened are shown 
in Table 2. 

In line with the reduced frequency of 
shopping in New York, it was found that 
those who continued to buy there were now 
spending less in New York City. The aver- 
age annual expenditure in New York by 
suburban families purchasing there 
dropped from $93 to $68 after the regional 
centers opened. 

The number of suburban families shop- 
ping at certain New York stores also de- 
creased, A dramatic change occurred in the 


TABLE 2 


FREQUENCY OF SHOPPING IN NEW YorK CITY BY SUBURBAN FAMILIES BEFORE AND AFTER 
OPENING OF REGIONAL SHOPPING CENTERS 


Frequency of shopping in New York City 
in year before opening of centers (%) 


Frequency of shopping in 


Total 
New York City in year after Once a One to three Less than families 

centers opened week times a month monthly Never (485) 
Once a week or more 25 6 2 0 4 
One to three times a month 32 37 8 5 14 
Less than monthly 38 54 36 44 
Never 18 19 36 59 38 
Total 100 100 100 100 100 
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use of the New York outlets of the com- 
panies that established branches in the 
suburban centers. They were Macy’s and 
Stern’s. In the year following the opening 
of the new centers, the number of suburban 
families studied who had traded in the New 
York Macy’s or Stern’s dropped by about 
half. 

The dynamics of this changing use of 
New York stores can be understood better 
by examining three groups of people: those 
who patronized the New York store before 
the shopping centers opened and continued 
to do so afterward; those who used to shop 
there but stopped when the centers opened; 
and those who behaved contrary to the ex- 
pected trend and went to the New York 
stores only after the suburban centers 
opened. It can be seen from Table 3 that 
the largest groups for both stores were 
those who previously bought at the New 
York store but did not return after the sub- 
urban centers opened. Very few families 
who had not shopped in New York before 
began to shop there after the centers 
opened. 


Suburban Downtowns 


The established suburban shopping dis- 
tricts in Hackensack, Ridgewood, Engle- 
wood, and Fair Lawn also experienced loss 
of customers, but not to the same extent as 
New York City. Among the suburban 
towns, Hackensack, the only area shopping 
center, suffered more than the community 
centers. Of the suburban families sampled, 
eight in ten formerly shopped to some ex- 
tent in Hackensack, the county center; and 
three in ten were major users of the county 
center, that is, they traded there more than 


TABLE 3 
PERCENTAGES WHO SHOPPED AT MACY’S AND 
STERN’s NEw YorK City SToRES BEFORE AND 
AFTER OPENING OF SHOPPING CENTERS 


Macy’s Stern’s 

Before only 38 34 
Both before and after 

shopping centers 81 16 
After only 8 7 
Never 23 43 

Total 100 100 
Total shopped before 69 50 
Total shopped after 39 23 


47 


any other place. After the regional centers 
opened, the county center experienced a 30 
per cent increase in nonusers, the same as 
New York City. The smaller suburban 
towns, on the other hand, tended to expe- 
rience little net change in the number of 
families not shopping at all in their town. 

In another respect the county center did 
not suffer as greatly as New York, although 
it experienced a greater impact than did 
the suburban community centers. One-third 
of the families who formerly shopped most 
in Hackensack transferred such a large 
proportion of their purchases away from 
the town that they no longer consider it the 
place where they do most of their buying. 
This compares with a loss by New York 
City of over half of its major shoppers from 
this area. The suburban community centers 
experienced a net loss of less than a fifth 
of their major customers. 

These customers were not entirely lost to 
the specific town. Rather, they were no 
longer “major” shoppers in the town, hav- 
ing transferred their major trading to an- 
other area. 

The net loss of major customers by New 
York City and the suburban districts can 
be compared in these figures: 


Per Cent Decrease in Number 
of Major Shoppers 


New York City 54 
Hackensack 32 
Fair Lawn 22 
Ridgewood 19 
Englewood 13 


Average for four suburban towns 22 


The figures on degree of use of the various 
business districts before and after the re- 
gional centers opened may be compared in 
Table 1. 

There were also changes in the frequency 
of shopping in the suburban districts, but 
not as great as those in New York. Of 
those who formerly bought in New York 
once or more per week, only a fourth main- 
tained that frequency after the shopping 
centers opened. In the suburban centers, on 
the other hand, from seven in ten to nine 
in ten of the former once-a-week shoppers 
continued to shop in their town that often. 
Furthermore, considering all of a town’s 
former shoppers (regardless of shopping 
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frequency), fewer reduced their buying 
frequency in the suburban towns than in 
New York City. Of the suburban districts, 
the county center showed the largest pro- 
portion of families reducing their shopping 
frequency. In the community centers, fami- 
lies were much more likely to shop at the 
same frequency than they were to do so 
less frequently. See Table 4. 


Strip Commercial Zones 


Another type of commercial development 
important in the metropolitan area is com- 
prised of the “strip zones” along major 
highways. Before the opening of the re- 
gional shopping centers, about six in ten 
suburban shoppers used these highway com- 
mercial zones to some extent. One year after 
the opening, only about four in ten used 
these facilities. The loss was greatest 
among those who formerly “nearly always” 
went to highway stores when looking for 
the kinds of merchandise they stock. Three- 
fourths of these people now went there less 
frequently, with many entirely eliminating 
highway shopping. 


In addition to the net loss to all the older 
centers, there was a reshuffling of custom- 
ers among these centers, with certain towns 
gaining some new customers at the expense 
of New York City and other suburban cen- 
ters. As the new regional shopping centers 
have absorbed many customers formerly 
patronizing New York and suburban towns, 
they have generated a reshuffling process 
that goes far beyond the business they have 
absorbed themselves. 


JOURNAL OF 


MARKETING October, 1960 

This is what has happened. The great 
majority of suburban families—almost nine 
in ten—use the new shopping centers to 
some extent. Not all of these families, how- 
ever, use the new centers extensively. It 
was found that: 

. . . 34 per cent were minor or nonusers. 

. . . 42 per cent were moderate users. 

. .. 24 per cent used the shopping cen- 

ters more than any other place 
(major users). 

This is a significant amount of business 
that the shopping centers had generated for 
themselves directly. Examine, however, the 
complex pattern of change involved here. 

For the families who traded most in a 
given town before the opening of the new 
centers, Table 5 traces them through to the 
shopping area they used most after the cen- 
ters opened. Consider New York City first. 
A third of those who formerly shopped in 
New York City more than any other place 
continued this practice after the centers 
opened. The other two-thirds changed to 
some other place for most of their shop- 
ping. 

Note, however, that only 27 per cent 
shifted to the new regional centers as their 
principal shopping area, whereas 41 per 
cent went to other suburban towns. Remem- 
ber that practically all these people did 
some buying at the new shopping centers. 
This means that the regional shopping cen- 
ters satisfied needs that certain people for- 
merly felt could be satisfied only in New 
York, and that some of these families 
shifted most of their shopping directly to 
the centers. However, more of them trans- 
ferred to a suburban center for most of 


TABLE 4 


CHANGES IN FREQUENCY OF SHOPPING IN NEW YoRK CITY AND Four SUBURBAN 
DISTRICTS SINCE OPENING OF REGIONAL SHOPPING CENTERS 


Business District 


New York  Hacken- Ridge- Engle- Fair 

Comparison of “before” and City sack wood wood Lawn 
“after” shopping frequency (%) (%) (%) (%) (%) 
Shopped less frequently in 

the town after centers 

opened than before 45 39 33 22 25 
Shopped at same frequency 47 49 60 70 70 
Shopped more frequently 8 12 7 8 = 5 

Total % 100 100 100 100 100 

Total families 298 325 169 116 146 
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their trading, while using the regional cen- 
ters for a few crucial items. When families 
no longer had to go to New York for spe- 
cialized items, they found it convenient to 
transfer convenience-goods shopping to the 
suburbs as well. As a result of the changes 
initiated by the regional shopping centers, 
the suburban towns gained some new cus- 
tomers at the expense of New York. 

In addition, there has been a reshuffling 
of the former customers of the suburban 
towns. The suburbs ranged from about four 
in ten to eight in ten in the proportion of 
their former customers whom they were 
able to keep as major customers after the 


new centers opened; that is, depending on 
the town, from two in ten to six in ten 
shifted to another area for most of their 
buying. 

A significant number of those shifting 
from the suburban district transferred di- 
rectly to the new centers for their major 
shopping. This ranged from one in ten to 
one in four, depending on the town. It can 
be seen from these figures that the new 
shopping centers did not entirely absorb 
the customers who shifted away from any 
town. Some families shifted most of their 
shopping to another suburban town. The 
largest shift from one suburb to another 


TABLE 5 


CHANGE IN THE TOWN SHOPPED MOST FROM 
BEFORE TO AFTER THE NEW SHOPPING CENTERS 


Town shopped most 


Town or center shopped most 


before shopping centers % after shopping centers' opening 
32, New York 
New York 41 Suburban town 
27 New shopping center 
100 


County center, 12 


Hackensack 


100 


Other suburban town 


New shopping center 


New York 


Ridgewood 


T00 


Englewood 


100 


Suburban community centers 


Fair Lawn 


Ridgewood 


Otherr suburban town 
13______. New shopping center 


New York 
Englewood 
Other suburban town 


New shopping center 


Fair Lawn 
26. suburban town 


New shopping center 


100 
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occurred in Fair Lawn. Of those who 
formerly shopped in that town more than 
any other, over a fourth shifted to an- 
other suburb, in most cases to nearby 
Paterson. This town had launched a major 
campaign to revitalize and promote the 
business district because of anticipated loss 
of business to the new shopping centers. 
As a result of this campaign, Paterson was 
able to attract suburban customers at the 
expense of Fair Lawn. 


The following broad conclusions emerge 
from the study of the impact of regional 
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shopping centers in Bergen County, New 
Jersey: 

1. Nearly every shopper in some way 
altered his buying pattern. 

2. Both the frequency and the quantity 
of shopping in established business 
districts in the metropolitan area were 
affected. 

3. The larger downtowns were “hit” 
harder than the smaller ones. 

4. The new shopping centers generated 
a back-to-the-suburbs trend in buying 
that brought about a complex reshuf- 
fling of customers among the estab- 
lished districts. 


Industrial Advertising Formula .. . 


Vernon Van Diver, Sr., in his study of the long-term relation- 
ships between advertising and sales of more than 10,000 indus- 
trial companies, derived several basic principles that govern 
ad-sales relationships. These principles are applied—and verified 
—to the advertising and sales of individual companies: 

* Sales increases follow advertising increases. 
* Sales increases prodded by increased advertising are seldom 
experienced in full the same year. 


Curtailment of advertising decreases sales with increasing mo- 


mentum. (It takes longer for subsequent ad increases to prod 
sales upward than it would have before cutbacks.) 


Long-term ad planning—usually four years or more—mini- 


mizes year-to-year ad and sales fluctuations and pushes sales 
upward in steady, long-term growth. 


Continuing advertising volume at the same level is no guaran- 


tee that sales will increase enough to retain an existing share 


of market. 


(Static annual ad levels make no allowance for 


increases in competitors’ marketing efforts.) 


A company must increase its advertising at least as much as 


the over-all industry average to retain its existing share of 

industry sales. The company must raise its advertising faster 

than its industry norm over a long period (four years or more) 
to rise faster than the industry’s sales norm. 

Van Diver, founder and publisher of Brad-Vern’s Reports, 
studied unbroken nine-year ad histories in 408 business papers 
that carried over 50 per cent of all business-paper advertising. 
Based on the fact that nearly 50 per cent of the average annual 
industrial ad budget goes to business papers, he uses business- 
paper ad volume as an index of total advertising and marketing 


effort. 


—vVernon Van Diver, Sr., Printer’s Ink, 
Vol. 270 (February 5, 1960), p. 28. 


HE WIDE ACCEPTANCE of the mar- 

keting concept by corporate manage- 
ment, plus perhaps a belated recognition of 
the productivity of marketing, leads to 
some questioning of the traditional account- 
ant’s approach as to what is an asset and 
to the valuation base employed. 

Looking at the typical corporate balance 
sheet—apart from warehouses, delivery 
equipment, and sales offices which are in- 
cluded under plant and equipment—it would 
appear as though the vital marketing func- 
tion is carried on without assets. The criti- 
cal sales district or territory is nowhere 
listed as an asset. Is it an asset? What is 
it worth? 

The term “asset” as used by accountants 
‘in their reports relates to things of value 
owned by a business: cash, receivables, in- 
ventory, plant and equipment, goodwill, etc. 
The test of inclusion of an asset is legal 
ownership, and its value is generally associ- 
ated with historical cost. While questions 
have been raised about the suitability of 
this approach to traditional financial report- 
ing, it is accepted practice today. 

The questions posed point up a basic 
weakness in the misuse of accounting in- 
formation. Where formal financial state- 
ments (Balance Sheet, Statement of In- 
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The sales territory or district should be viewed as a decentralized unit 
of the firm managed to produce a profit on the assets employed therein. 
This profit center view usually stresses profits but ignores the funda- 
mental asset—the value of the territory itself. 

The author urges that we depart from conventional financial practice 
and assign a value to the sales territory, thus permitting more effective 
evaiuation of performance and decision making. 


The Sales Territory As a Fixed Asset 


come, Statement of Funds) are the goal, 
accounting standards for good reason adopt 
the restricted definition of an asset. The 
archaic definition of production—the manu- 
facture of goods in a factory—is just an 
extension of this definition. Cost incurred 
in a plant (product costs) results in goods 
which are capitalized as an asset, inventory, 
in the balance sheet. Beyond this, costs in- 
curred in marketing or administration, 
whatever their worth, are period costs or 
expense, not assets created but assets con- 
sumed. 

Implicit in this approach is the assump- 
tion that what goes on in the factory is 
productive or asset creating and, once the 
goods leave the plant, the marketing and 
administrative functions result in expense. 
The incongruity of the assumption that the 
act of creating profit—the sale—is associ- 
ated with expense while the act of making 
goods yet to be sold results in assets is 
increasingly evident today when the real 
task is to sell rather than to manufacture. 

The point is that conventional accounting 
generalizations relative to asset definition 


“are associated with financial reporting for 


an entity as a whole as reflected in income 
statements, balance sheets, and statements 
of funds. It is meant for this purpose only. 


THE MANAGEMENT VIEW 


The management of decentralized units 
of a company—such as divisions, sales dis- 
tricts, ete—requires the adoption of gen- 
eralizations regarding cost and assets which 
are different. Hence we must classify costs 
based on the specific decision or control area 
under consideration. One encounters all 
sorts of costs—direct, indirect, fixed, vari- 
able, out-of-pocket, etc. While there has 
been significant development in the classifi- 
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cation of costs for specific decision-making 
or control situations, there has been only 
a modest amount of experimentation with 
asset values for purposes other than com- 
pany-wide financial reporting. 

One application stands out. In developing 
return on investment reports for decentral- 
ized units or segments of a business, re- 
placement value has on occasion been sub- 
stituted for original cost or original cost 
minus depreciation. In developing return 
on investment reports for sales districts or 
territories, the investment or assets em- 
ployed generally includes physical equip- 
ment, average inventories, average receiv- 
able, but not the territory or district itself. 


Why is the Sales Territory an Asset? 


At first impact, the question answers it- 
self as to why the sales territory is an asset. 
Marketing the product is the key to profit 
making, and the market place or share 
thereof is a-vital asset of any firm. Yet 
nowhere do we assign a value to it—at least 
not in day-to-day operations. (Of course, 
where businesses are sold, the market posi- 
tion enjoyed by a company would be re- 
flected in the goodwill paid for, which would 
include any other advantages—personnel, 
location, etc., enjoyed by the company at 
time of sale.) Surely, the sales territory 
has value and it is owned only after incur- 
ring a substantial expenditure. But assign- 
ing it a value goes beyond the mere recogni- 
tion of its importance, or attaching a status 
symbol to it. 

Significant as this may be from the view- 
point of placing marketing on a par with 
manufacturing, there are more practical 
reasons for this belated recognition. Assign- 
ing an asset value to the sales territory will 
aid in more effective control of territorial 
performance and in making decisions on 
future expenditures for territorial penetra- 
tion or expansion. The salesman responsible 
for a territory is herein viewed as a man- 
ager of a territory responsible for marshal- 
ing its resources, so as to maximize the net 
return on the investment in the territory. 


Control of Performance 


The analysis and control of the perform- 
ance of territorial, district, or any other 
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business segment has undergone significant 
change. The move from sales actual versus 
quota to planned profit contribution versus 
actual profit contribution was a significant 
one. Each segment becomes a profit center 
and is judged accordingly. The logical next 
step is profit related to investment as the 
significant criterion for performance. Here, 
of course, asset values are necessary for 
determining the investment base. 

If the sales territory or district is consid- 
ered a segment of a business, the mana- 
ger of this segment is responsible for a 
return on the assets he manages. The terri- 
tory assigned to him is no different from 
the inventory, receivables, and equipment he 
is responsible for and upon which he must 
return a profit. It makes little difference if 
the cost of developing the territory to its 
present sales level was written off as ex- 
pense in the past. Its value is measured by 
what it can produce today. 

Note that this is not a radical departure 
from the approach used in assigning value 
to plant and equipment for the purposes of 
evaluating return on investment. If a divi- 
sion of a company operated a fully depreci- 
ated plant, the entire cost of the plant would 
have been written off as expense in the 
past. Surely the current replacement value 
of the plant should be included in the in- 
vestment base of this division, or else this 
manager’s return on investment would be 
inflated in a significant way. This could lead 
to misdirected rewards where incentive 
compensation is related to performance 
measured by rate of return and to signifi- 
cant errors in future investment decisions. 

The assigning of an asset value to the 
sales territory is superior to the frequently 
employed measure of share-of-market po- 
tential in an area. It gives recognition not 
only to potential but also to competitive 
conditions and costs associated with market 
penetration. 


Marketing Decision-Making 

The decision to enter a new market or 
to expand sales in an existing market in- 
volves a number of considerations not un- 
like those encountered in acquiring capital 
equipment. Both include investment of a 


significant amount of funds and extend over 
long periods of time. 


THE SALES TERRITORY AS A FIXED ASSET 


Capital budgeting procedures have been 
refined and include detailed procedures for: 
encouraging capital equipment acquisition 
proposals, effective evaluation of these pro- 
posals, controlling expenditures, post audit, 
and evaluation of the profitability of the 
installation once completed. It is frequently 
stressed that investment in capital equip- 
ment is necessary to corporate future well- 
being, and at the same time it requires a 
high order of control because of the future 
fixed cost generated by investment in capi- 
tal equipment. While not generally men- 
tioned in this connection, one suspects that 
it is the accountant’s approach in capitaliz- 
ing the value of this equipment, with its 
resultant periodic depreciation charges that 
motivates this concern. Perhaps this ex- 
plains why the cost to get the additional 
sales to dispose of the output of the new 
facility, while considered in the proposal 
and in the budgeting process, is lost sight 
of later, since the cost of achieving the 
additional sales is expensed. 

The tools of capital budgetary control 
should be and can be extended to expendi- 
tures for securing markets. The planned 
costs of developing markets are known and, 
if capitalized, can be related to profitability 
along with the plant turning out the goods 
sold in the market. Specifically, decisions 
on where to invest marketwise, what to ex- 
pect in the way of profits, and the relation- 
ship of actual performance to plan can be 
applied to investments to secure or expand 
markets, much as they are extended to in- 
vestments to secure plant and equipment. 


HOW TO VALUE A SALES TERRITORY 


The assignment of asset value to sales 
territories or districts poses a real problem. 
It requires experimentation. Three ap- 
proaches are suggested: (1) cost; (2) capi- 
talization of current earnings; and (3) esti- 
mated cost of entry. 


Cost 


Accounting records will reveal the costs 
incurred to obtain a given penetration of a 
territory. These cumulative costs are not 
unlike the cumulative costs incurred in con- 
structing a plant or piece of equipment. 
This would be representative of value and 


would follow the traditional accounting con- 
cept of associating cost with value. 

However, when measured against the ob- 
jective of usefulness for control or decision 
making in marketing, it is totally inade- 
quate. Historical costs are frequently acci- 
dental costs incurred over time and under 
varying economic conditions. The fact that 
the past cost of securing a given penetra- 
tion is large or small is irrelevant when 
used to judge performance today or to as- 
sess future operations. 


Capitalization of Current Earnings 

One might take the profit contribution 
of a sales territory and capitalize it by 
assignment of a given rate. The method is 
not unlike the one employed in developing 
estimates for valuing goodwill in connection 
with the purchase of a firm. This would 
give a value, but not a useful one for the 
managerial purposes outlined. 

In assigning a value we are not concerned 
with purchase. We are concerned with the 
territory as an asset, its effective operation 
now, and its development in the future. 


Estimated Cost of Entry 


The estimated cost of entry would reflect 
the cost today to achieve the market pene- 
tration currently enjoyed at its current 
profit level. It is not unlike the assignment 
of a replacement cost for plant and equip- 
ment for the purpose of evaluating per- 
formance. 

In deriving the estimated cost of entry, 
one would have to consider the characteris- 
tics of the particular market, competition, 
prevailing costs for gaining penetration, 
ete. The task is indeed a complex one but 
seems to be the only logical one consistent 
with the ultimate uses to which the value 
would be put. 

CONCLUSION 

The significance of marketing operations 
to corporate well-being suggests a constant 
search for effective tools for planning and 
control. The general acceptance of return 
on investment as an effective control tool, 
and as an important element in capital 
budgeting, suggests its extension to mar- 
keting activities—specifically the sales ter- 
ritory or district. 
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A Study of Trade Name Confusion 


public's perception? 


CCASIONALLY the situation arises 
where one company feels that the 
name of another company is so similar as to 
lead to confusion by the public. When this 
situation arises, the older company may 
believe that the name chosen by the second 
company was selected in order to trade on 
the reputation of the more established 
concern. Legal action is frequently taken 
with the hope that this action will lead the 
second company to change its name. 
One of the problems arising in this situa- 
tion is that the company which is instigat- 
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of Research at Richardson, Bellows, Henry & Com- 
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Director of Research at the Life Insurance ‘Agency 
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How does one determine whether or not the public confuses one 
trade name with another? What kind of evidence can an established 
company obtain which will allay or support the fear that a new company 
has chosen a name so similar to its own that it creates confusion in the 


The author describes two techniques which might be used to establish 
the likelihood of confusion between two trade names. 


ing the action must show that there is “the 
likelihood” of confusion between the two 
names. Nowhere, to the writer’s knowl- 
edge, is the meaning of “likelihood” spelled 
out nor are any generalized situations de- 
scribed where, if confusion occurs, the find- 
ings are acceptable in a court decision. The 
problem that arises is how to test the likeli- 
hood of confusion. 

The following study is reported as a pos- 
sible approach for companies confronted 
with this problem. These procedures were 
devised to study the likelihood of confusion 
between the names of two companies which 
we shall call Company A and Company A’. 

Company A is an old, established firm. A 
new firm unrelated to Company A, but pro- 
ducing a similar product line was formed 
and named itself A’. Firm A felt that the 
name chosen by A’ would lead to confusion 
in the minds of the consumers. The con- 
sumers of the products of both A and A’ 
were the general public and purchasing 
agents in manufacturing plants. Two pro- 
cedures were used to test the likelihood of 
confusion between these two names. 
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PROCEDURE 1 
RECOGNITION-CONFUSION 


Three samples of the general public were 
chosen in the East, the Midwest, and the 
Far West. No attempt was made at proba- 
bility sampling in any of these regions, 
since the purpose of the study did not de- 
mand this type of sample. The only require- 
ments for inclusion in this sample were that 
the respondent be a male and between the 
ages of 20 and 60. (Men were used since 
the names of these. companies would be 
more familiar to men than women.) 

The first procedure may be thought of as 
the Recognition-Confusion procedure. An 
interviewer handed a respondent a list with 
ten company names on it and instructed him 
as follows: “We are doing a survey of 
familiarity with company names; will you 
please study this list for a few moments?” 
The respondent was allowed to look at the 
list as long as he wished, but was encour- 
aged to look at the list for at least twenty 
seconds. After he had studied the list, it 
was taken from him and a second list with 
twenty company names was handed to him 
with the instructions: “Now, will you please 
check the names of the companies which 
were on the first list and those which were 
not.” (This form had one column headed 
“On List” and another headed “Not On 
List.” ) 

Four different conditions were used in 
this part of the study. 

1. Company A appeared on the first list, 
but did not appear on the second list; 
however, A’ appeared on the second 
list. The purpose here was to see 
whether or not the respondent thought 
Company A’ appeared on the first list. 
If so, it was felt that this indicated 
confusion. 

The procedure here was similar to that 

in condition 1; however, A’ was on the 

first list and A on the second list. 

3. Again the procedure was the same ex- 
cept that A appeared on both the first 
and second list. The purpose here was 
to see whether or not it was difficult 
to recognize and identify the name of 
Company A. In other words, this was 
a control situation. 

4. This was also a control situation in 


to 


which A’ appeared on the first and 
also on the second list. 


Results of Recognition-Confusion Technique 


Condition 1. Eighty-five people were 
tested with this condition. Forty-two 
of them (49 per cent) showed confu- 
sion. That is, they identified A’ as 
being on the original list when actually 
it was Company A. 

Condition 2. Eighty-six people were 
tested with this condition. Forty-six 
of them (53 per cent) showed confu- 
sion. That is, they reported seeing 
Company A on the first list whereas in 
truth it had been Company A’. 

In order to determine whether or not 
those who confused Company A and Com- 
pany A’ were different from the group who 
showed no confusion, an analysis was un- 
dertaken of the number of errors of omis- 
sion made with respect to the other compa- 
nies on the list. For conditions 1 and 2 the 
respondents who did not confuse Company 
A and Company A’ made a total of 168 
errors, whereas the group who showed con- 
fusion between Company A and Company 
A’ made a total of only 153 errors. This is 
obviously not a significant difference, but 
certainly it does indicate that those who 
confused Company A and A’ were no more 
confused about company names in general 
than those who did not confuse the two. 
There is also no significant difference be- 
tween the number of individuals in the two 
groups who erred in the direction of saying 
companies were on the first list when they 
were not (that is, companies other than A 
and A’). 

The two control situations, conditions 3 
and 4, where Company A appeared on both 
lists or Company A’ appeared on both lists, 
resulted in very few errors in recognition 
of either one. For condition 3, twenty-two 
people were tested and only two of them 
failed to report that they had seen Company 
A on the first list. 

For condition 4, twenty-four people were 
tested and only three failed to report that 
they had seen Company A’ on the first list. 
These findings would indicate that either 
name A or A’ is not particularly difficult to 
recognize and recall. In fact, in these con- 
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trol situations, recognition on both was just 
as good as recognition of any of the other 
company names. 
PROCEDURE 2 
IDENTIFICATION OF COMPANY NAMES 

The second approach used in studying 
this problem was undertaken with purchas- 
ing agents and buyers of manufacturing 
companies. All companies used in this part 
of the study were clients of Company A, 
but not necessarily of A’. This factor, if 
anything, should have reduced the possibil- 
ity of confusion between the two companies. 

In order to cover the purpose of the 
study, the questionnaire was put into the 
framework of a survey on trade journals. 
In half of the group, the respondent was 
instructed: “We are doing a survey on 
trade journals. I would like to read you a 
list of trade journals and have you tell me 
which ones you look at, which ones you read 
more carefully, and which ones you do not 
look at at all.” Nine trade journal names 
were read to the respondent. He was then 
given these instructions: “Now I would like 
to read you a list of company names. For 
each company I mention, please tell me 
whether or not your firm has had any busi- 
ness contacts with them within the last 
year. By business contact, we mean either 
that your company has purchased one or 
more of their products or you have dis- 
cussed their products with one of the firm’s 
representatives.” A list of nine companies 
was then read to the respondent. After he 
had said whether or not he had contact or 
whether he did not know the company, the 
interviewer said: “I would like to go 
through the list of those you have had con- 
tact with or are not sure of, and ask you 
to name one product that they manufacture 
or produce.” The second company on the 
list was Company A’ and the eighth was 
Company A. All interviewers were trained 
to read all of the company names Clearly. 

With the other half of the group the same 
procedure was followed, with the exception 
that the respondent was given the list of 
trade journals to look at, with the same 
questions asked and then the list of com- 
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pany names with the same questions pre- 
viously described asked again. This proce- 
dure was to test the likelihood of visual as 
well as auditory confusion. 

Forty interviews were held in twenty-one 
different equipment manufacturing compa- 
nies. The interviewers were instructed to 
record all comments made concerning each 
of the companies. 


Results of Company Name-identification Technique 


Of the twenty interviews using the audi- 
tory approach, nine of the respondents said 
that they did not know of Company A’ or 
had had no contact. One respondent said 
he had contact with A’, but named a product 
which Company A manufactures but not A’. 
Ten showed more evident signs of confu- 
sion—exemplified by such statements as, “Is 
that Company A?” on hearing A’ read; or, 
on hearing the name A’, saying that they 
had contact with them until the name of 
Company A was read to them. On hearing 
the name of Company A, they changed their 
original response to A’. 

Using visual presentation, seven out of 
twenty showed fairly evident signs of con- 
fusion. Again, the confusion consisted of 
such things as checking having had contact 
with A’ until the respondent came to Com- 
pany A on the list, then changing his orig- 
inal response to A’. 

It would appear, then, that approximately 
50 percent of the sample showed some sign 
of confusion when the two names were pre- 
sented verbally, and about 35 per cent when 
the two names were presented visually. Re- 
membering that this is a highly knowledge- 
able audience being tested, note that even 
with this group there were signs of confu- 
sion. 

It is not suggested here that these proce- 
dures present complete evidence of confu- 
sion or lack of it. These are two approaches, 
however, which might be used for evaluat- 
ing the degree of confusion between two 
names. Also, the method might be useful 
with respect to establishment of a name for 
a new product which is not to be confused 
with existing products. 


Legal Evidence 


Sample Surveys for 


¢ BENJAMIN J. TEPPING and WARREN J. WITTREICH 


A recent article by Stanley L. Payne advocated the use of simple 
tests rather than sample surveys for use as legal evidence. The present 


HE RECENT ARTICLE by Stanley L. 
Payne, “Simple Surveys for Legal Evi- 
dence,” presents a point of view with which 
we take issue.! The author contends: “In 
the past, many surveys for legal evidence 
have been too ambitious and overly elab- 
orate for the purpose; and their self-in- 
duced complications have left them open to 
attacks on credibility, representativeness, 
techniques, and other scores.” 

Mr. Payne then goes on to suggest the 
use of what he terms “tests” rather than 
sample surveys: “... We speak of the proj- 
ect as a ‘test,’ not as a ‘survey.’.... We 
neither mention probability designs nor 
claim that our subjects represent anything 
other than themselves..... Instead of be- 
ing made as one national survey, these are 
conducted as a number of independent 
Treating each test as a separate 
entity makes it easier for the court to follow 

*Stanley L. Payne, “Simple Surveys for 


Legal Evidence,” Journal of Marketing, Vol. 
24 (April, 1960), pp. 74-76. 


* ABOUT THE AUTHORS. Benjamin J. Tepping is 
Chief Statistician of National Analysts, Inc., and Asso- 
ciate Professor of Statistics at the University of Penn- 
sylvania. Dr. Tepping received his B.A., M.A., and 
Ph.D. degree, from The Ohio State University. He 
was a major witness in the du Pont divestiture case 
where a survey of du Pont stockholders was accepted 
as evidence. 

Warren J. Wittreich is Vice President of National 
Analysts, Inc., where he directs the over-all marketing 
research activities of the company. Dr. Wittreich 
received his A.B., M.A. and Ph.D. degrees at Princeton 
University. He received his early training in survey 
work with the Office of Public Opinion Research and 
the Princeton Research Service. Prior to joining Na- 
tional Analysts he was Manager of Marketing and 
Consumer Research for the Armstrong Cork Com- 
pany. 


authors differ with this point of view, and tell why. 


and understand how the work was done.” 

Finally, he concludes: “While in sur- 
veys for other purposes, pretests, probabil- 
ity samples, large interviewer staffs and 
machine tabulating may be used, it is wise 
to avoid these methods in legal surveys 
whenever possible. To obtain acceptance of 
marketing research in court, the data may 
be presented as a process so obvious and 
easy that it seems almost anyone could have 
done it!” 

In essence, then, Mr. Payne is contending 
that marketing research for legal purposes 
should consist of rather simple “tests” made 
on a limited number of respondents, with 
no claim that the group of people on whom 
a test is conducted represent anything other 
than themselves. 

For this basic argument to hold, a court 
must be interested solely in the group of 
respondents from whom Mr. Payne has ob- 
tained information. If the court has any 
interest in a more extensive group than the 
one from which he has obtained informa- 
tion, then legally, ethically, and profession- 
ally Mr. Payne is constrained to indicate 
what the relationship is, if any, between the 
group from which he has obtained informa- 
tion and the more extensive group in which 
the court has a primary interest. 

The very fact that Mr. Payne suggests 
making several “tests” implies that he ex- 
pects the court to make a generalization 
beyond any one group or a combination of 
several groups. However, he provides the 


court with no proper basis for making this 
generalization. The reponsibility for pro- 
viding such a basis cannot be shrugged off. 

Our contention is that no valid generali- 
zation can be made from the kinds of tests 
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that Mr. Payne proposes. Rather, one must 
deal either with the entire population of 
interest, or a sample of that population. The 
only way we know for drawing any kinds of 
valid inferences from a sample to a larger 
population is within the framework of sta- 
tistical theory. 

On the other hand, Mr. Payne’s argument 
would merit consideration if one of his im- 
plicit assumptions were true. This assump- 
tion is that the statistical theory required 
for an understanding of a scientific sample 
design is so complicated and abstruse that 
it is impossible to provide the court with a 
clear and understandable description of the 
statistical issues involved. But our own ex- 
perience has clearly demonstrated that such 
an assumption is false. The notions of 
probability sampling, stratification, differ- 
ential weighting, and other similar statisti- 
cal concepts have been introduced into tes- 
timony and explained to the full satisfaction 
of courts. For example, in the recent case 
of United States of America v. E. I. du Pont 
de Nemours and Company, et al, the court’s 
opinion states :? 

“The National Analysts’ survey was 
conducted on the basis of probability 
sampling. This is a method of sampling 
by which on the basis of data obtained 
from a sample of the group under ex- 
amination estimates can be made as to 
the result that would be obtained if a 
complete census of the entire group had 
been undertaken. The particular utility 
of probability sampling is that through 
the use of mathematical formulae the 
margin of error between the results of 
the sample and the results that would 
be obtained from a complete census can 
be ascertained.” 

From a statistical point of view the sur- 
vey involved in the above case was far from 
having a simple structure. It involved strat- 
ification of the population in question, dif- 
ferential probabilities of selection, multi- 
stage sampling, ratio estimates, and the 
estimation of variances. In spite of the 
formidable nature of these terms, it was 
possible to communicate both to the court 


*Civil Action No. 49 C-1071 in the United 
States District Court for the Northern District 
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and the attorneys the procedures involved 
in the survey, the reasons for these proce- 
dures, and their implications for the sub- 
stantive questions involved. 

We strongly support the contention that 
surveys should be conducted in such manner 
that the procedures involved can be easily 
described and explained. However, as the 
case cited above clearly indicates, a true 
need for a complex design should not be 
denied because of insistence on simplicity. 

Mr. Payne’s article implies that scientific 
procedures and the theories underlying 
them are so abstruse and technical that it 
is impossible to communicate in lay lan- 
guage the procedures and theories to people 
previously unfamiliar with the concepts. 
This is not so. 

Most individuals involved in any special- 
ized field develop a technical language which 
is useful for the economy and precision it 
provides. So long as one is dealing only with 
other members of his field of specialization, 
the usage of such “jargon” not only is de- 
fensible but necessary. On the other hand, 
all that is required to communicate to other 
bright people is a little intelligent effort, 
to explain the necessary methods and con- 
cepts, their application and utility, in non- 
technical language. 

The researcher called upon to provide evi- 
dence for legal purposes has three essential 
responsibilities. The first of these is to 
obtain the data which are to be presented 
as evidence within the restrictions imposed 
by the known state of his particular scien- 
tific discipline. There is no known proce- 
dure for drawing valid inferences from a 
subgroup to a larger population unless that 
subgroup is a scientifically designed sample 
developed within the framework of statisti- 
cal theory. 

His second responsibility is to provide the 
court with a clear and comprehensible ex- 
planation of the study procedures and their 
implications. 

The researcher’s third responsibility is to 
design a study which is relevant to the is- 
sues involved, and which obtains the rele- 
vant information in the most economical 
and simple manner. However, it is always 
the nature of the facts at issue which must 
determine the degree of complexity which is 
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required to supply relevant information per- 
taining to these facts, not any predisposi- 
tion on the part of the researcher for “tests” 


which make no claim that the subjects of 
such tests represent “anything other than 
themselves.” 


The Evolving Downtown-Suburban 


Retail Pattern 


HE CINCINNATI study reported here 
is an analysis of consumer buying of 
department store type merchandise during 
1953, the year before Cincinnati's first large 
community type planned shopping center 
opened, and the years 1956, 1957, and 1958. 
For all practical purposes a comparison 
of 1953 with the latter years is equivalent 
to a “before-and-after” shopping centers 
comparison. The sources of the buying in- 
formation are the monthly purchasing rec- 
ord diaries of a 500-member continuous 
consumer panel, which approximately rep- 
resents the Cincinnati area population. Al- 
though some turnover of panel members 
took place as a result of replacements 
brought about by deaths, moves, and drop- 
outs, the bulk of the panel membership was 
constant throughout the entire period of 
the study. 
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® CHARLES H. HINDERSMAN 


During the past decade the rise of new suburban competition has 
shaken the retailing structures of metropolitan areas across the nation. 
The present article illustrates the pattern which has been uncovered 
by a study of the Cincinnati market during the transitional period of 
the shopping center development. 


The merchandise included in the study is 
that which is normally found in most large 
department stores. The study thus includes 
the purchases of all apparel and accessories, 
furniture, appliances, piece goods, and such 
miscellaneous household goods as house- 
wares, lamps, and fixtures. The study ex- 
cludes such items as food, drugs, cosmetics, 
phonograph records, and auto supplies. 

The analysis compares downtown with 
the outlying areas or, in other words, the 
remainder of the metropolitan area. In the 
downtown area a distinction is made be- 
tween “large stores” which are essentially 
Cincinnati’s major department stores and 
“other downtown stores.” The outlying 
area sales are divided between a selected 
shopping center group and “other outlying 
stores.” The one regional center and the 
three community type centers in operation 
in the Cincinnati area during the 1956-1958 
period comprise the selected shopping cen- 
ter category. Branches of Cincinnati de- 
partment stores are located in three of the 
selected shopping centers, and the J. C. 
Penney Company is a tenant of the remain- 
ing center. The Cincinnati centers are fairly 
typical of those in most markets in that 
they have a high proportion of apparel and 
variety chain tenants. Several of the local 
apparel merchants, however, have also es-. 
tablished stores in these centers. 
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THE CINCINNATI MARKET, 1953 AND 1956-1958 


How has the balance of retail trade in the 
market been affected by the shopping center 
competition? What changes have taken 
place in the relative position of the down- 
town and suburban portions of the market? 

The evidence in Table 1 indicates down- 
town’s share of the total purchases made by 
Cincinnati area residents of department 
store type merchandise has declined. Down- 
town’s loss was more severe during the two 
years of full-scale shopping center opera- 
tion, 1956-1958, than in the 1953-1956 pe- 
riod. However, the large downtown stores 
as a group suffered a loss in market share 
from 48.0 per cent in 1953 to 40.9 per cent 
in 1956, after which the market share losses 
were relatively minor. The other downtown 
stores improved their market position be- 
tween 1953 and 1956, but then experienced 
a drastic drop in market share from 21.3 
per cent in 1956 to 15.1 per cent in 1958. 

The branches of the large downtown 
stores, all of which were located in the se- 
lected shopping centers, increased their 
total market share from 5.7 per cent in 
1956 to 7.1 per cent in 1957 and finally to 
7.6 per cent in 1958. The addition of the 
market shares obtained by the branch stores 
to those of the large downtown stores re- 
veals that, as a group, the large stores held 
their market position from 1953 through 
1958. In 1953 the large stores captured 48.0 


TABLE 1 
DISTRIBUTION OF THE PURCHASES OF STORE 
Type MERCHANDISE BETWEEN THE DOWNTOWN 
AND OUTLYING AREA STORES IN CINCINNATI 
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% Total 
Department Store 
Type Merchandise 


1958 1957 1956 1953 
Total downtown: 54.5 658.5 62.2 66.6 
Large down- 
town stores 39.4 406 409 48.0 
Other down- 
town stores 15.1 179 213 18.6 
Total outlying 
area: 45.5 415 37.8 33.4 
Selected 
shopping 
centers 12.9 12.0 os 
Other outlying 
stores 82.6 29.5 bd 


*Shopping Centers not in operation. 
**Data not available. 
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per cent of the market; in 1958, the large 
downtown stores plus the suburban branches 
obtained a combined market share of 47.0 
per cent. 

The outlying area retailers managed to 
acquire a greater share of the market at the 
expense of the downtown area during the 
period covered by the study. The selected 
shopping centers (Western Hills, Newport, 
Kenwood Plaza, and Swifton Village) ob- 
tained 12.0 per cent of the purchases of 
department store type merchandise in 1957 
and 12.9 per cent in 1958. The share of 
market obtained in 1958 by the other out- 
lying stores, including stores in minor 
planned shopping centers as well as those 
in the older established suburban business 
districts, was less than that obtained by all 
outlying area retailers in 1953. 


COMPOSITION OF DOWNTOWN AND 
OUTLYING AREA SALES 


Also of interest is the composition of the 
sales of department store type merchandise 
in each of the major portions of the market, 
and the relative changes in the sales compo- 
sition that occurred between 1953 (before 
shopping centers were established) and 
1958. 

It must be emphasized that a fair degree 
of consistency exists in the manner in 
which the consumer panel members allo- 
cated their expenditures among the various 
classes of department store type merchan- 
dise. The individual class percentages held 
fairly constant during the period of the 
study. 


Downtown Area 

Between 1953 and 1958 the Cincinnati 
area residents modified the distribution of 
their expenditures only slightly among the 
various classes of department store type 
merchandise. As indicated in Table 2, the 
same degree of consistency carried over to 
those expenditures made in the downtown 
area. 

Switching the terminology from pur- 
chases to sales (the purchase made by a 
consumer is a sale to the retail store), the 
composition of department store type mer- 
chandise sales in the downtown area was 
approximately the same in 1958 as in 1953. 
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TABLE 2 


DEPARTMENT STORE TYPE MERCHANDISE PURCHASES IN CINCINNATI IN 
THE TOTAL AREA, THE DOWNTOWN, AND THE OUTLYING AREA 


% Total Department Store Type Merchandise 


Total Area Downtown Outlying Area 
1958 1953 1958 1953 1958 1953 
Women’s and misses’ apparel 19.3 20.7 25.0 26.8 12.5 8.8 
Women’s and misses’ accessories 7.3 7.7 9.8 9.6 4.5 3.8 
Men’s clothing and furnishings 13.4 14.1 13.4 15.8 13.5 10.7 
Children’s apparel 18.6 13.9 17.2 14.5 20.1 12.8 
Piece goods 4.1 4.5 4.9 5.8 3.2 1.9 
Furniture 11.7 11.5 10.0 11.8 13.6 10.8 
Appliances 16.9 17.3 10.3 7.5 24.8 36.7 
Miscellaneous household goods 8.7 10.3 9.4 8.2 78 14.5 
Total department store type 
merchandise 100.0 100.0 100.0 100.0 100.0 100.0 


Women’s and misses’ accessories, children’s 
apparel, appliances, and miscellaneous 
household goods sales were each larger parts 
of downtown’s total department store type 
merchandise sales in 1958 than in 1953. 
Women’s and misses’ apparel, men’s cloth- 
ing and furnishings, piece goods, and furni- 
ture, on the other hand, represented a 
smaller part of the total in 1958 than in 
1953. 


The Outlying Area 


Whereas there was little change in the 
structure of department store type mer- 
chandise sales in the downtown area be- 
tween 1953 and 1958, a considerable change 
took place in the sales distribution of the 
outlying area. Sales emphasis shifted from 
the hard lines (furniture, appliances, and 
miscellaneous household goods) to the soft 
lines (clothing, accessories, and piece 
goods). In 1953 hard lines accounted for 
62.0 per cent of the outlying area sales; 
but in 1958 these items represented only 
46.2 per cent of the department store type 
merchandise sales that were made beyond 
the downtown area. 

Reasons for the drastic changes in the 
composition of outlying area sales in so 
short a period of time can be traced to the 
development of controlled shopping centers 
in the suburban portion of the Cincinnati 
market. This point is illustrated in Table 
3, which compares the composition of those 
purchases made in selected shopping centers 
and other outlying stores in 1958 with those 
made in the outlying area in 1953. 


The structure of sales in the other out- 
lying stores in 1958 is fairly close to that 
of outlying area stores in 1953. Hard lines, 
for example, represented 57.6 per cent of 
the 1958 department store type merchan- 
dise sales of the other outlying area stores, 
as compared with a similar 1953 figure of 
62.0 per cent. On the other hand, the com- 
position of sales in the selected shopping 


TABLE 3 
DEPARTMENT STORE TYPE MERCHANDISE 
PURCHASES IN CINCINNATI IN SELECTED 
SHOPPING CENTERS AND OTHER 
OUTLYING STORES 


% Total 
Dept. Store Type Merchandise 
1958 1953 
Selected Other All 
shopping outlying outlying 
centers stores stores 
Women’s and 
misses’ 
apparel 21.3 9.0 8.8 
Women’s and 
misses’ 
accessories 7.5 3.3 3.8 
Men’s clothing 
and furnish- 
ings 16.5 12.3 10.7 
Children’s 
apparel 31.1 15.8 12.8 
Piece goods 6.1 2.0 1.9 
Furniture 3.6 17.6 10.8 
Appliances 6.1 32.2 36.7 
Miscellaneous 
household 
goods 7.8 18 14.5 
Total depart- 
ment store 
type mer- 
chandise 100.0 100.0 100.0 
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centers differs considerably from the 1953 
outlying area sales structure. Hard lines 
in these centers, for example, accounted for 
only 17.5 per cent of the department store 
type merchandise sales in 1958. 

Sales emphasis in the selected shopping 
centers was entirely different from that of 
the other outlying area stores in 1958 or 
from that of the outlying area merchants 
in 1953. Each of the five soft lines classi- 
fications represented a greater percentage 
of the total department store type merchan- 
dise sales in the selected shopping centers 
than in the other outlying area stores in 
1958 or in the outlying area in 1953. 

For example, Table 3 shows that women’s 
and misses’ apparel accounted for 21.3 per 
cent of the department store type merchan- 
dise sales in the selected shopping centers 
during 1958. This category represented 9.0 
per cent of the other outlying stores in 


Strata... 


The younger generation of reasonably well-off and well-educated 
Americans do not seem to me drivingly or basically materialistic ; 
they have little ferocious desire for things for their own sake, 
let alone money or land for its own sake. 
said that such Americans resent being deprived of those things 
they are supposed to have; consequently, they remain susceptible 
to advertising which tempts them with the halo of experience 
or associations surrounding goods—although not with the goods 
themselves as sheer objects. Hence in these strata there is a 
tendency for people, once accustomed to upper-middle-class norms, 
to lose eagerness for bounteous spending on consumer goods. 
Moreover, such Americans tend more and more to secure their 
children’s future, not by large capital acquisitions and inheri- 
tances, but by giving them a good education and the motives 
for achievement that go with it; they will try to pass on their 
values as an insurance of continuing middle-class position, rather 
than their possessions and their specific place in the occupational 
It is in such relatively sophisticated Americans that 
we can see foreshadowed a decline of interest in material goods 
that may be a long time appearing in the working class and lower 
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1958, and only 8.8 per cent of the 1953 de- 
partment store type merchandise sales of 
all outlying stores. Similar relationships 
exist for each of the other soft lines classi- 
fications. The extreme sales importance of 
children’s apparel in the selected shopping 
centers is also worth noting. In 1958 it 
was by far the most important class of 
goods, accounting for 31.1 per cent of de- 
partment store type merchandise sales. 

The selected shopping centers obtained 
28.4 per cent of the outlying area depart- 
ment store type merchandise sales in 1958, 
and consequently their sales structure had 
a pronounced effect on that of the total 
outlying area. Since the 1958 pattern of 
the other outlying stores is not too different ] 
from the 1953 outlying area pattern, the 
changing sales structure in the entire out- 
lying area is thus a function of the new 
retailing facilities. 


At most it could be 


—David Riesman, “Leisure and Work in 


Post-Industrial Society,” 


Mass Lei- 


sure, edited by Eric Larrabee and Rolf 
Meyerson, (Glencoe, Illinois: The Free 
Press, 1958), pp. 378-379. 
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A PIONEER IN MARKETING 


Louis D. H. Weld 


HE TRAINING of the academic scholar 

and the realism of the practical business 
man combined in “Doc” Weld to make him 
one of the most prolific of the early con- 
tributors to marketing knowledge. 

After a year at Harvard, he transferred 
to Bowdoin College and was prominent 
there in the Debat- 
ing, Junior Econom- 
ics, and Glee Clubs, 
and in the varsity 
track and relay 
teams. He was elect- 
ed to Phi Beta 
Kappa and gradu- 
ated summa cum 
laude in 1905. He ob- 
tained his M.A. in 
economics at the 
University of 
nois in 1907, and his 
Ph.D. at Columbia 
University in 1908. 

Few people who 
knew Dr. Weld in 
his subsequent busi- 
ness career were ac- 
quainted with his 
teaching experience 
in economics and the 
opportunities it af- 
forded him to pioneer in studies of market- 
ing. Following a brief service with the 
International Banking Company in London, 
he served as Instructor in Economics at the 
University of Washington 1908-09 and at 
the Wharton School of Commerce and Fi- 
nance, the University of Pennsylvania 1909- 
10. After nearly two years as a Special 
Agent of the U.S. Bureau of the Census, 
he became Assistant Professor of Econom- 
ics at the University of Minnesota 1912-16, 
and at age 33 Professor of Business Admin- 
istration in the Sheffield Scientific School, 
Yale University 1916-17. 


LOUIS D. H. WELD 
1882-1946 


By DONALD R. G. COWAN 
University of Michigan 


While at Minnesota, he was shifted in 
1913 from the Economics Department on 
the main campus to the College of Agricul- 
ture. The College wanted to develop a 
knowledge of how Minnesota products were 
marketed, and fortunately required Dr. 
Weld to spend most of his time in re- 
search work. De- 
scribing this early 
experience, he said: 
“When I began to 
teach marketing in 
the fall of 1915, 
there was practically 
no literature on the 
subject. I had to go 
out and dig up my 
own information.” 

He studied at first 
hand the movement 
of grain, the use of 
future trading, the 
shipping of butter 
and eggs from coun- 
try producers to city 
consumers, the ac- 
tivities of the co- 
operative shipping 
associations, the cen- 
tral exchanges and 
the auctions, and, in 
addition, the methods of price determina- 
tion at succeeding stages in the marketing 
channels. “As a result I was able not only 
to give my students firsthand information 
that had never before been collected, but at 
the same time to develop in my own mind 
some general principles about marketing, 
including the functions of middlemen, the 
factors affecting the cost of marketing, 
etc.” He was called before a special com- 
mittee of the Minnesota legislature to ex- 
plain why he taught his “dangerous doc- 
trines” about the efficiency of marketing 
and future trading. 
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At the annual meeting of the American 
Economic Association in December, 1914, 
Weld read a significant paper on “Market 
Distribution,” apparently the first compre- 
hensive presentation to that Association of 
marketing as it is today. In it he took econ- 
omists to task for their general neglect of 
this subject. “Marketing is a part of pro- 
duction. It has to do with the creation of 
time, place and possession utilities, whereas 
manufacturing has to do with the creation 
of form utilities. In discussing the prob- 
lems of production, economists have usually 
had in mind primarily the manufacturing 
end, and they have drawn their illustrations 
of division of labor, large-scale production, 
organization of industry, etc., from this 
field ... And yet that part of production 
... covered by marketing is extremely im- 
portant as... a comparison of factory or 
farm cost with the final retail price of al- 
most any commodity will prove. .. . Econo- 
mists agree that they have neglected this 
branch of their subject, but few realize ei- 
ther the alluring fields for research which 
offer themselves, or the serious conse- 
quences that their neglect has brought 
about.” 

At the Association’s annual meetings in 
1918 and succeeding years, Weld served as 
chairman of informal round tables on the 
teaching of marketing, and, with a handful 
of kindred spirits, laid the foundation for 
the subsequent formal organization of the 
teachers and practitioners, now the Amer- 
ican Marketing Association. 

Meanwhile Weld wrote several Minnesota 
Social Science bulletins describing his mar- 
keting studies, and in 1916 published his 
important book The Marketing of Farm 
Products. It became the pioneer text in new 
marketing courses, and the reading of it 
was required of this biographer at Queen’s 
University in 1917. Articles by him were 
published on “Marketing Functions and 
Mercantile Organizations” in the American 
Economic Review (June, 1917), and on 
“Marketing Agencies Between Manufac- 
turer and Wholesaler” in the Quarterly 
Journal of Economics (August, 1917). 

In August, 1917, “Doc” Weld was en- 
gaged by Swift and Company, leading mar- 
keter of livestock, meat, and related prod- 
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ucts both nationally and internationally. He 
was assigned a two-fold task—to help in 
preparing the company’s defense in the 
Federal Trade Commission’s investigation 
of the meat packing industry, and to pre- 
sent to the public a clear picture of the 
competitive marketing services rendered by 
the Company. He was the packers’ first 
spokesman to clarify the competitive forces 
determining the prices of livestock and 
meat, the public’s benefit from the indus- 
try’s important distribution services, the 
lure of profits in promoting marketing effi- 
ciency resulting in lower prices for con- 
sumers, and the small profit-reward 
amounting to “a fraction of a cent per 
pound” earned by the more efficient mar- 
keters. 

In the widely-read Swift yearbooks he 
told in simple narrative the economic story 
of that business. His lucid style and direct 
expression created a great demand for him 
as a writer and a speaker. Some of his 
papers were “The Economics of Advertis- 
ing” (Printers Ink, July 11, 1918), “Do 
Principles of Large Scale Production Apply 
to Merchandising?” (Proceedings of the 
Thirty Fifth Annual Meeting, American 
Economic Association, March 1923), “The 
Value of Cost Analysis” (Ninth Annual 
Convention, Automotive Equipment Asso- 
ciation, November 13, 1924). These articles 
and his collaboration with Fred E. Clark in 
writing the book Marketing Agricultural 
Products in the United States (1932) 
marked the final eclipse of Weld’s waning 
interest in general marketing principles, 
functions and costs. 

For Weld, the economics of marketing 
was a living thing, a basis for sound deci- 
sion and prompt action in practical affairs, 
rather than a mere collection of academic 
abstractions. He firmly believed that free 
competition, if allowed to operate, would 
automatically establish equilibrium prices 
and regulate the flow of goods as between 
different uses, places, and periods of time. 
In discussing leading papers by Irving 
Fisher and B. M. Anderson at the annual 
meeting of the American Economic Associ- 
ation in December, 1917, Weld expressed 
with characteristic temerity his concern at 
economists’ lost opportunities. 
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“. .. The trouble with economists is that 
they do not get near enough to present-day, 
practical problems. After the war, they 
may be able to tell, in an uninteresting way, 
why price control was a success or a fail- 
ure; but they are powerless and lacking in 
sufficient influence to help solve such a prob- 
lem when it is forced upon the country. 

“T am not denouncing theoretical econom- 
ics by any means; I merely appeal for a 
linking up of theory with practical every- 
day problems. This calls for more contact 
with business machinery and business men. 
More valuable contributions can be made to 
the theory of market price by getting out 
into the markets with a market reporter 
than by cogitation in a closet. Let us try 
to get away from the reputation of being 
“theoretical” and develop a reputation for 
being able to put our theories to some prac- 
tical use.” (American Economic Review 
Vol. 8, No. 1 Supp., March, 1918, pp. 226- 
267.) 

With such strong convictions, Weld soon 
persuaded the officers of Swift and Com- 
pany that a Commercial Research Depart- 
ment could help in solving the company’s 
management problems. It was established 
in 1917, probably the first in a leading 
manufacturing concern. In becoming its 
first manager, Weld saw to it that he re- 
ported to the president. 

As department heads increasingly sub- 
mitted their problems to him and his staff 
for their analysis and recommendations, he 
became more and more engrossed in the 
possibilities of increasing profits through 
studies of forecasting raw-material supplies 
and finished product sales, inventory con- 
trol, price determination, salesmen’s poten- 
tials, incentives and performance, product 
branding and preference, advertising 
themes and media, and company relations 
with livestock suppliers, employees, and the 
consuming public. He wrote about “The 
Progress of Commercial Research” (Har- 
vard Business Review, January, 1923), and 
“The Economist as an Aid to Management” 
(American Management Association, An- 
nual Convention Series No. 16, 1925). He 
encouraged his assistants to use statistical 
analysis and measurement in helping to 
solve many management problems. He 


stimulated their imagination, supported 
their initiative, and proudly recognized 
their contributions. It was a rich experi- 
ence to be one of his team. 

Weld’s interest in marketing manage- 
ment and manipulation became so great that 
in 1926 he accepted the invitation of his 
Bowdoin fraternity brother, H. K. McCann, 
to become an account executive in McCann’s 
advertising agency in New York. Later he 
became Director of Research of the Mc- 
Cann-Erickson Agency, filling that post for 
the remainder of his life. From 1927 on- 
ward, semi-popular articles on market man- 
agement flowed from his pen into Printers’ 
Ink and other executive-read publications on 
such subjects as Measuring Sales Poten- 
tials, The Quality of Magazine Circulation, 
The Market for an Individual Commodity, 
Retail Sales as a Measure of Buying Power, 
and Putting Science into Advertising. In 
more technical publications, some of his 
papers were: “Use of Correlation in the 
Measurement of Sales Potentials” (Journal 
of the American Statistical Association, 
Vol. 27, Supp., March, 1932), “Manufac- 
turers’ Advertising and Sales Promotion 
Policies” (American Management Associa- 
tion, Consumers’ Marketing Series, No. 12, 
1933), “The Problem of Measuring Radio 
Coverage” (Journal of the American Sta- 
tistical Association, Vol. 33, March, 1938), 
“The Place of Marketing Research during a 
National Emergency” (JOURNAL OF MAR- 
KETING, Vol. 4, April, 1940) and “Early Ex- 
perience in Teaching Courses in Marketing” 
(JOURNAL OF MARKETING, Vol. 5, April, 
1941). 

His later contributions were not confined 
to writing. He developed and put to wide 
practical use the McCann Index of General 
Buying Power by Areas (The H. K. McCann 
Company, New York, 1930). Printers’ Ink 
induced him in 1935 to compile and publish 
estimates of the annual expenditures for 
advertising in newspaper, magazine, radio, 
outdoor and farm paper media, thereby 
providing for the first time an accurate 
barometer of the changes in advertising 
volume. His estimates were later adopted 
by the U.S. Department of Commerce 
Monthly Survey of Current Business. The 
Advertising Research Foundation appointed 
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him to counsel with Neil H. Borden in the 
latter’s monumental study, The Economic 
Effects of Advertising, published in 1942. 
Weld was President of New York’s Mar- 
ket Research Council in 1931 and of the 
American Marketing Society in 1933. He 
took an active part in the Cooperative Anal- 
ysis of Broadcasting, the research work 
of the American Association of Advertis- 
ing Agencies, and the meetings of the 
American Marketing Association. In 1946 
he died at his summer home in Gloucester, 
Massachussetts. In 1949 the American Mar- 
keting Association awarded him, post- 
humously, the Paul D. Converse Award for 
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Outstanding Contributions to Science in 
Marketing. 


* Regarding A PIONEER IN MARKETING: In order 
to pay tribute to the men who have been leaders in 
the field of marketing, some years ago the American 
Marketing Association established a Committee on 
Biographies to run a series of statements on the 
pioneers in the field. In this series the Association 
honors the distinguisned men of the past, and those 
of the present who are approaching refinement, who 
have contributed in an understanding way to the 
thought and development of marketing. 

Wroe Alderson John E. Jeuck 

Albert W. Frey Fred M. Jones 

E. T. Grether Franklyn Lynip 
Perry Bliss, Chairman of Committee on Biographies 


To develop the status of a profession, management must dis- 
cover the underlying principles which unify its separate aspects. 


It must develop a basic theory of behavior. 


It must learn how 


to convert experiences and particular case examples into a con- 
tribution to this general theory. And, finally, it must be able 
to employ the basic principles of the theory as a useful practical 
guide for explaining and solving new problems as they arise. 
By accomplishing these aims, management will become a true 
profession during the next generation. 


—Jay W. Forrester, “Industrial Dynam- 
ics,” Harvard Business Review, Vol. 36 
(July-August, 1958), p. 37. 


MARKETING MEMO 


Setback in the South? 


While the industrial-urban development of the South has al- 
ready contributed much to removing the heavy load of history 
from its tired old back, the danger remains that another round 
of demagogues may yet have their say. If Southern political 
leadership allows the closing of its hard-won and priceless 
public school systems, the breakdown of law and order and 
freedom of discussion, the continued virtual disenfranchise- 
ment of its more moderate and liberal urban sector, and the 
destruction of its rising state universities, Southern economic 
development for whites and Negroes alike can easily be set 


back by half a century. 


—William H. Nicholls, Southern Tradi- 
tion and Regional Progress (Chapel 
Hill, University of North Carolina 
Press, 1960), pp. 181-182. 
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NEFFECTIVE communication is one of 
industry’s top problems today. Faulty 
communications between employer and em- 
ployee; between manufacturer and selling 
channels; between producer and customer— 
all create economic inefficiencies and wastes. 

Two vital segments of the communica- 
tions industry—the business publication and 
the advertising agency—must join the in- 
dustrial concern in sharpening and refining 

: the tools of advertising, publicity, sales 

i promotion, and personal selling. 

f The “publics” of this group are wide and 

diverse. Most companies, especially the 
manufacturers and advertisers, must com- 
municate their stories not only to customers 
and prospects, but also to the financial com- 
munity, shareholders, employees, and sup- 
pliers. These are the targets of a total 
communications program. 

How can we orient this program to these 
targets? How can we insure effective ad- 
vertising, sales promotion, publicity, and 
selling efforts? The answer lies partially 
in a recognition that the greatest impact on 
communications comes from two economic 
factors which have nothing directly to do 
with communications. 

The first of these two factors is the whole 
body of labor laws developed since the mid- 
1930s. 

The second is the confiscatory corporate 
and individual tax laws developed in the 
same period. 


By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, Inc. 
Chicago 


Communications in the Sixties 


LABOR LAWS 


In the whole body of labor laws has been 
the impetus that had driven manufacturing 
costs up astronomically. As long as our cost 
increases were accompanied by similar in- 
creases in productivity, we were all right. 
During this period, two wars tended to 
obscure the dangers in these labor-cost in- 
creases, because much of the output of our 
national plant was going into war and de- 
fense activities. Then, too, traditionally we 
have set up tariff barriers which have pro- 
tected our workmen here against the in- 
roads of lower cost of foreign goods. But 
now there have been some drastic changes. 

Now we find that our costs have gone up 
faster than productivity—not simply the 
hourly rates, but the cost of featherbedding 
and job bidding and unemployment compen- 
ation. Increasingly today we are paying a 
premium for not working. Much of these 
sloppy labor-management practices grew up 
during the wars when of necessity the prin- 
ciple was production at any cost. 

But now the wars are over, and other 
countries have money to buy and have the 
plants to make competitive goods at lower 
costs. They not only have lower labor rates, 
but they do not have the same problems of 
the fringe benefits and featherbedding that 
adds so greatly to the price we have to put 
on our goods. Until recently our improved 
technology had made it possible for us to 
offset their lower costs; but now their tech- 
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nology is catching up with ours and in some 
cases perhaps even surpassing it. 

The tariff barriers we have built are no 
longer any protection. Even with the duty, 
many commodities built elsewhere sell for 
less money in this country than our domes- 
tic products. At the same time we are at 
a competitive disadvantage selling in South 
American or European countries, and, of 
course, are frozen out in sales behind the 
Iron Curtain, so that our traditional export 
markets are being taken over by others. 

As our export market is drying up, our 
companies are beginning to combat this, by 
either setting up foreign plants of their 
own or by licensing agreements abroad. 
How shall we sell—will we have the sales 
controlled in this country or through our 
foreign plants and licensees? How shall we 
advertise—will we control the advertising 
created here or is it to be produced and 
directed abroad? And what is going to 
happen to our business papers, magazines, 
and advertising agencies? Are they going 
to go abroad, too? 


INTERNATIONAL MARKETING 


Some of us will say that export is not 
important. But now we shall have new 
competition. 

If we are an advertiser, our traditional 
competitive position will be upset by the 
increasing imports of foreign goods in our 
product classification. 

If we are an agency, we face the possi- 
bility of less billing as sales and advertising 
activities move out of this country. At the 
same time, we face the decision of whether 
or not we wish to handle advertising in this 
country for foreign companies who will be 
importing their goods. What is this going 
to do to us from a competitive standpoint? 

If we are a magazine, how are we going 
to sell space abroad to these manufacturers 
who will be shipping into our markets? 
How are we going to provide really good 
editorial coverage of all these world markets 
into which our foreign operated subsidi- 
aries and licensees will be selling? 

We face a vast adjustment in thinking. 

We are going to need new knowledge of 
new markets. The advertiser, agency, and 
magazine face the prospect of big invest- 
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ments far ahead of reasonable returns in 
setting up to be competitive in a whole new 
complex of foreign marketing. We have a 
great training program ahead, and many 
people are already concerned about it. A 
whole new body of information is needed 
not only on the broad marketing aspects of 
this world-wide business, but on the simple 
but totally new details such as foreign mon- 
etary exchange, foreign media, and graphic- 
arts availabilities. 


TAX LAWS 


Consider now the second of these two 
major economic factors—taxes. 

Nothing has built big business so much 
as taxes. Many, if not most, of the mergers 
of our manufacturing companies have come 
about as a direct result of the’ tax laws. 
The owner of the small business which has 
grown successfully finds it difficult to build 
an estate out of earned income and wants 
capital gains. Then there is the problem of 
inheritance taxes. In the last ten to twenty 
years there have been spawned the multi- 
division industrial company, the concept of 
diversification, the autonomous offspring of 
the watchful parent. 

The same influences have led to the rash 
of merge:'s among publishing companies. 
To see these tax forces at work, consider 
Platt, Industrial Publications, Industrial 
Publishing Company, Gage. 

Among the advertising agencies, the 
same factors have been at work. Also, as 
advertisers have grown, become more diver- 
sified in products, markets, and geography, 
and have expected more services, the agen- 
cies have followed the same pattern. 

The larger companies tend to be better 
marketers and better advertisers. The agen- 
cies are more sophisticated, providing more 
services and better people. The magazines 
can afford stronger editorial material and 
better marketing data. 

We find fewer industrial companies 
where the president or the sales manager 
runs the marketing and advertising activi- 
ties, as was so common thirty or forty years 
ago. We have fewer “one-man agencies,” 
and it is more difficult for the “fringe mag- 
azines” because the advertiser and the 


agency are less sentimental and expect a 
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great deal more in factual information be- 
fore they buy. 

Also, in the large multi-division company 
the vogue for the marketing concept finds 
its greatest development. The small, infor- 
mally operated company has less need for 
interaction between departmental special- 
ists. In the little company the advertising 
manager is still the general practitioner; 
but in the larger company the advertising 
and sales-promotion activities tend to be 
run by a more specialized group of people, 
who in turn look to similarly specialized 
people in the agencies and in the media. 


CHANGING ROLE OF ADVERTISING MANAGER 


Therefore, the advertising manager is 
changing. In the company of ‘ *uture 
he is going to have much more ¢€ re to 
top management and to top-m. nent 
ideas. He will have more responsibu.ty but 
will be better paid. By the end of the 1960s 
most advertising managers will be market- 
ing men. To put it another way, mostly it 
will be marketing men who will head adver- 
tising and sales promotion and publicity 
and related functions. 

We are probably in for more title 
changes. We will have Communications 
Managers, and the title Marketing Services 
Manager will become increasingly common. 

This man of the future who will run 
advertising and sales promotion will need to 
know a lot about some things he does not 
have to concern himself with too much 
today. He will need to know cost accounting 
to much greater extent, and have a much 
better understanding of the real effects of 
overhead. He will understand individual 
product profitability, and what produces 
profits and how they are calculated. He will 
have to know a great deal more about pric- 
ing. He will have a much better grounding 
in psychology. 


CHANGES IN AGENCIES 


What changes can we expect in advertis- 
ing agencies? 

It seems perfectly evident, regardless of 
the fact that we occasionally read that it is 
time that the advertising agency went back 
simply to preparing advertising, that the 
agency of the future is going to be much 
more involved in the total marketing pro- 


gram of the advertiser. The agency is going 
to have to provide increased research and 
public relations services. It is going to have 
to take on collateral materials and catalogs, 
whether it likes it or not. It is going to 
have to produce more visual aids. 

The production departments in the agen- 
cies of the future are going to have to be 
much more sophisticated than at present. 
We are developing a whole new world of 
graphic arts. Few advertisers will buy in 
such quantity to have real buying influence 
in any one of these graphics, and the extent 
of knowledge needed to deal with them will 
require more specially trained production 
people. 

Likewise in the media department we are 
going to be staffed with true analysts. We 
are likely to have specialists in overseas ad- 
vertising, and even media specialists by 
markets. The advertiser of the future is 
going to want this kind of attention. Media 
buying is a tremendously complex function 
today, and will become even more so in the 
future. 


TRENDS IN BUSINESS PAPER PUBLISHING 


Our business papers are headed for a 
change, too. The competition for reading 
time will, of course, grow increasingly in- 
tense; and so the magazines are going to 
have to be edited to provide summary infor- 
mation on all subjects for those who need 
only the basic understanding. Yet this will 
have to be buttressed by details for those 
who need to know the facts in depth. 

With the growth of the marketing con- 
cept, plus the increasing importance of mar- 
keting in business today, industrial manu- 
facturers and their agencies have been 
striving to make the communications job as 
scientific and as effective as humanly pos- 
sible. In this process they have been rely- 
ing more and more each year on the re- 
search facilities of business publications. 
This trend has accelerated to the point that 
publishers now find themselves not only in 
the publishing business but, in a very real 
sense, in the research business. 

There are at least six major areas in 
which business publications are providing 
research services to their advertisers and 
advertising agencies: 
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1. Advertising and Editorial Readership Studies: 
Designed to tell how well advertising and 
editorial pages are read, 

a. Advertising recognition studies 
(Readex, Starch, Ad-Gage, Reader 
Feedback, Mills Shepard). 

b. Reader impression studies (Starch 
Reader Impression, Gallup-Robinson). 

c. Reading habit studies. 

2. Market Research Studies: 

Designed to analyze the market. 

a. General market potentials and indus- 
try forecasts. 

b. Analysis of market trends. 

c. Buying influence studies. 

d. Buying habit studies. 

e. Detailed statistical market studies. 

f. Psychological and motivational re- 
search. 

g. Analysis of new markets and products. 

3. Distribution Research Studies: 

a. Selection of channels of distribution. 

b. Operating methods of dealers and/or 
distributors. 

c. Dealer attitudes and/or opinions. 

d. Dealer costs and profit margins. 

e. General studies involving the move- 
ment of goods. 

4. Studies of Elements of Advertising: 

Color, size, frequency, copy, headlines, 

illustration, layout. 

5. Product Research Studies: 

Product specifications, characteristics, 

uses, trends. 


6. Brand Recognition and Brand Preference 
Studies: 


Measurement of impact and effectiveness 

of marketing and promotion mix. 

Among the many problems that the 
growth of publication research has brought 
to the publishing industry, two stand out. 
The first concerns the need for skilled man- 
power to produce the research. The second 
is directly related to the economics of pro- 
ducing such research. 
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In the first case, publishers are finding 
that they must build marketing and adver- 
tising research departments and staffs com- 
petent to conduct resultful and unbiased 
research. 

The second problem concerns the tremen- 
dous cost which additional research has 
imposed upon business publications. Essen- 
tially it is the responsibility of the pub- 
lisher to provide certain basic marketing 
and advertising research facilities and in- 
formation. There are two ways to cover 
research costs. One is simply to raise the 
page rates. The other is to put the research 
operation of a publisher on a businesslike 
basis in which there are pre-determined 
charges to the advertiser and agency for 
research services performed by the pub- 
lisher. These services should be offered and 
put on a sensible “pay-as-you-go” basis, just 
as any other company charges for its basic 
services. 

There are going to be changes in space- 
selling practices, too. Space selling of the 
future is going to be more interpretive 
selling—interpretive of both markets and of 
editorial material. And the space salesman 
is going to have to spend more time in the 
field with the industry and with the reader. 


THE EVOLUTIONARY 60s 


These developments will be evolutionary 
through most of the 1960s, but the momen- 
tum will build. Perhaps we have ten years 
to get ready; but, just as the Gilbreths set 
up a whole class of industrial engineers 
who left the old concept of the shop superin- 
tendent behind, just as the National Labor 
Relations Board changed the employment 
manager into a labor relations director, so 
we can expect a new understanding of the 
position and values of industrial communi- 
cations and promotion. 


LEGAL 


ELOPMENTS 


IN MARKETING 


MARSHALL C. HOWARD 
University of Massachusetts 


The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case. 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 
I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


lll, REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE.- 
OUS DEVELOPMENTS 


KENNETH J. CURRAN, Editor 
Colorado College 


RAY O. WERNER 
Colorado College 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


Maryland and Virginia Milk Producers 
Association, Inc. v. United States, 4 L ed 2d 
880 (May, 1960). [K.J.c.] 


One of the ill-defined areas in antitrust law 
concerns its application to agricultural co- 
operatives. 

Agricultural co-operatives derive their claim 
to special immunity from the antitrust statutes 
from two laws—Section 6 of the Clayton Act 
and Section 2 of the Capper-Volstead Act. 
The former provided that nothing in the anti- 
trust laws should forbid the existence or legiti- 
mate activities of unincorporated co-operatives. 
The latter extended this guarantee to incor- 
porated co-operatives and gave authority to 
the Secretary of Agriculture to police re- 
straints of trade and monopolizing tactics by 
co-operatives by the usual administrative ma- 
chinery of complaints, hearings, and cease-and- 


.desist orders. It is this provision which has 


led agricultural co-operatives to claim com- 
plete exemption from the jurisdiction of the 
Department of Justice, which, it is maintained, 
has been superseded by the rule of the Secre- 
tary of Agriculture. 

The case against the Maryland and Vir- 
ginia Milk Producers Association was brought 
by the Department of Justice because of the 
high-handed tactics of this co-operative in 
extending its hold on the Washington, D. C. 
market. It was alleged that this organization, 
which enjoyed 86 per cent of the city’s milk 
business, had forced dealers to buy from it 
by various devices and had acquired the assets 
of a distributor—the Embassy Dairy. The 
co-operative was charged with violating Sec- 
tions 1 (actually Section 3, which is Section 1 
redrafted to embrace the District of Columbia) 
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and 2 of the Sherman Act and Section 7 of the 
Clayton Act which forbids competitively in- 
jurious acquisitions of corporate stock and 
assets. 

The substance of the lower court’s decision 
in this case was that an agricultural co- 
operative is completely exempt from the anti- 
trust laws “provided it does not enter into 
conspiracies or combinations with persons who 
are not producers of agricultural commodities.” 
(167 F. Supp. 45, 52. See JOURNAL OF 
MARKETING, April, 1959.) Thus these or- 
ganizations were conceded a status under the 
antitrust laws somewhat similar to that of 
labor unions which enjoy considerable free- 
dom to push their interests as they will as 
long as they do not combine with non-labor 
groups. In line with this rule, the court found 
the co-operative to have violated Section 1 
(Section 3) of the Sherman Act and Section 
7 of the Clayton Act because of its combina- 
tion with Embassy—a non-producer. But it 
dismissed the charges of monopolization (Sher- 
man Act Section 2) because the alleged acts 
of exclusion, high-handed though they may 
have been, were the acts of the co-operative 
alone. 

The Supreme Court has now heard the 
appeal from the lower court’s decision. The 
conviction of the co-operative under Sherman 
Act Section 1 (Section 3) and the Clayton Act 
is upheld. However, the dismissal of the 
charges of monopolization was found to have 
been a mistake, and the case is returned to 
the lower court for trial. 

The substance of the Supreme Court’s deci- 
sion seems to be that the exemption of agricul- 
tural co-operatives is narrower than many had 
assumed. The Clayton and Capper-Volstead 
Acts give competing farmers the right to 
combine in co-operatives to promote their mu- 
tual interests in legitimate ways, but appar- 
ently that is about all. According to the 
Court, “the general philosophy of both (these 
Acts) was simply that individual farmers 
should be given, through agricultural co- 
operatives acting as entities, the same unified 
competitive advantage — and responsibility — 
available to businessmen acting through cor- 
porations as entities.” In overriding the dis- 
missal of the monopolization charge, the Court 
apparently rejected the dictum that co- 
operatives enjoy complete exemption from the 
antitrust laws as long as they do not com- 
bine with non-producers. They must confine 
their activities to the pursuit of legitimate 
objectives, which apparently do not extend to 
the exclusion of competitors by interference 
with their shipments, boycotts, and other forms 
of pressure. The Court was not, however, as 
explicit in regard to this matter as might be 
desired, and one would be foolhardy to declare 
that agricultural co-operatives have been de- 
nied once-and-for-all the privileged position 
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of labor unions to commit competitive murder 
as long as they are not tainted by the help of 
outsiders, 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 


1. American Motor Specialties Co., Inc. 
v. Federal Trade Commission, CCH {69,712 
(CA-2, May, 1960). [R.0.w.] 


Advantage may accrue to economic rivals 
not only because of superior efficiency but also 
because of conscious action to induce suppliers 
to provide price concessions not otherwise 
available. Automotive parts jobbers may, as 
they were held to have done in this case, form 
group buying associations to secure collectively 
quantity discounts they could not secure indi- 
vidually. Here the Court found a tacit admis- 
sion of such action, proscribed by Section 2(f) 
of the Robinson-Patman Act which makes il- 
legal the inducement or knowing receipt of 
price discriminations, in the statement in 
American Motor Specialties’ brief that the 
purpose of the association was to achieve 
“the economies and price advantages of large 
scale buyers.” This alleged admission, the 
Court held, was further supported by the prac- 
tice of the individual members of the group of 
submitting direct and unconsolidated orders to 
suppliers, and by the practice of manufacturers 
of making direct shipments of automotive parts 
to the group members. The Court found that 
the knowledge of the receipt of discriminatory 
price advantages was clearly apparent in the 
actions of the buying group; therefore added 
proof of improper inducement was held to be 
unnecessary to sustain the action. An added 
contention that Section 4 of the Robinson- 
Patman Act protected American Motor Spe- 
cialties, organized as a co-operative under New 
York’s Co-operative Corporations Law, was 
dismissed summarily. The Court indicated that 
Section 4 is not a license for co-operatives to 
avoid other prohibitions of the Act; it is 
simply a protection “from charges of violating 
the Act premised upon the association’s method 
of distributing earnings.” 

It is generally agreed that substantiation of 
a charge of receipt of illegal price concessions 
by buyers also requires proof that sellers 
granted price concessions which would be il- 
legal under Section 2(a) of the Act. In this 
case the Commission found bearing this burden 
of proof less onerous than it sometimes has 
been since two of the manufacturers from 
whom illegal price concessions had been re- 
ceived had already been found guilty of violat- 
ing Section 2(a) of the Act by extending 
discriminatory prices to members of group 
buying associations. (See Moog Industries, Inc. 
v. Federal Trade Commission and Whittaker 
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Cable Corp. v. Federal Trade Commission re- 
ported in the JOURNAL OF MARKETING, 
April, 1957.) In both the Moog and the Whitta- 
ker cases group buying associations were 
shown to have existed as “bookkeeping de- 
vices” through which discriminatory prices 
were systematically extended by sellers to 
members of the buying association. In both 
cases the sellers made no attempt to prove 
cost justification for the differential prices 
accorded members of the buying association. 
In both cases members of the association 
gained greater competitive advantage than 
they could have secured as individual buyers. 


The present case seems grounded in infer- 
ences drawn from the majority opinion in the 
Automatic Canteen case (346 U.S. 61, [1953)), 
the only case in which the Supreme Court has 
interpreted Section 2(f). There the Supreme 
Court seemed to suggest that the buyer’s 
knowledge of prevailing trade practices of the 
industry might be adduced to indicate that he 
would secure a substantial competitive advan- 
tage over a competitor paying a higher price. 
The Supreme Court indicated a method by 
which a buyer, who “knowing full well that 
there was little likelihood of a defense for 
the seller, nevertheless proceeded to exert pres- 
sure for lower prices,” might be held under 
Section 2(f). The Court suggested that “trade 
experience in a particular situation can afford 
a sufficient degree of knowledge to provide a 
basis for prosecution. By way of example, a 
buyer who knows that he buys in the same 
quantities as his competitor and is served by 
the seller in the same manner or with the 
same amount of exertion as the other buyer 
can fairly be charged with notice that a sub- 
stantial price differential cannot be justified. 
The Commission need only to show, to estab- 
lish its prima facie case, that the buyer knew 
that the methods by which he was served and 
quantities in which he purchased were the 
same as in the case of his competitor.” In 
view of the Moog and Whittaker cases in 
which the Courts noted both the well-known, 
highly competitive nature of automotive parts 
jobbing and the narrowness of profit margins, 
it seems apparent that the Commission has 
seized, and the Court of Appeals has adopted, 
the inferential method of proof extended by 
the Supreme Court. 


Large buyers may rightly be alarmed by 
the implications of this decision. If the knowl- 
edge of industry trade practices (including 
knowledge of the narrowness of profit mar- 
gins) can be used to demonstrate the knowing 
receipt of illegal price concessions, large buy- 
ers must wonder constantly whether narrow 
differential price advantages (perhaps capable 
of being defended on the ground of legitimate 
cost differentials) will subject them to anti- 
trust proceedings. The conjectural nature of 
proof of knowing acceptance of discrimina- 
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tory price concessions by buyers may render 
prosecution of buyers easier if not necessarily 
more equitable. The public, however, will not 
gain from the uncertainty of the large buyer 
that may develop as a result of this decision. 
Nor will the public gain from the tendency 
toward price inflexibility that may arise from 
imagined or real fears of buyers made un- 
willing to engage in legitimate price bargain- 
ing. However, to the extent that this decision 
focuses attention on the buyer’s activities 
rather than upon the activities of sellers, it 
may prove a step toward making Section 2(f) 
a relatively effective technique in preventing 
illegal price discrimination. 


2. Also noted. 


a. Bolick-Gilman Company v. Continental 
Baking Company, CCH {69,710 (CA-9, May, 
1960). [R.0.w.] 


If an action for treble damages is to be sus- 
tained under the antitrust laws, proof of 
causal connection between the alleged unlaw- 
ful act and the loss sustained is a legal pre- 
requisite. In case the necessary causal connec- 
tion is not established, the question arises 
whether or not the complaint should be dis- 
missed. In this case the discriminatory pricing 
alleged seemed persuasive to the Court. In 
reviewing the dismissal of the suit for failure 
to show a causal connection between the 
discrimination and the damages alleged, the 
Court reversed the District Court and re- 
manded the case for further proceedings, The 
essence of the decision inheres in the Court’s 
opinion that although adequate proof was not 
introduced to sustain the plea for relief, sub- 
sequent introduction of proof of connection 
between the discrimination charged and the 
loss apparently suffered by the plaintiff should 
not be foreclosed. 


b. White House Milk Company, Ince. v. 
John E. Reynolds, Attorney General of the 
State of Wisconsin, et al., CCH 969,646 (Wis. 
Cir. Ct., Dane County, December, 1959) holds 
the Wisconsin Dairy Products Act unconstitu- 
tional. The Act, last amended in 1923, made 
unjustified area price discrimination by pro- 
cessors of dairy products a penal offense. 
The Court held that when the 1923 Amendment 
eliminated the requirement that before a vio- 
lation could be established the intent to mo- 
nopolize through price discrimination must be 
proved, the law had been made an “all-inclu- 
sive net” for the ensnarement of everyone 
“upon the chance that while the innocent will 
surely be entangled in its meshes, some wrong- 
doers also may be caught.” Hence the law was, 
despite its noble purpose of protecting “free 
competition,” unconstitutional. 


c. State of Minnesota v. Penny Super Mar- 
ket, Inc. and Pen-Bloom, Inc., CCH [69,663 
(Minn. Dist. Ct, for Fourth Judicial Dist., 
February, 1960) and State of Minnesota v. 
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Sigmund Kohn d.b.a. Sig’s Food Fair Super- 
market, CCH 969,664 (Minn. Dist. Ct. for 
Fourth Judicial Dist., April, 1958) grew out 
of the Minnesota Unfair Trade Practices Act 
which makes selling below cost unfair price 
discrimination. Sales made in good faith to 
meet legal prices (defined in the Act as 8 per 
cent or more above specified costs) do not con- 
stitute unfair price discrimination. In these 
two cases the Court ruled that sales below 
costs could not be justified when the prices be- 
ing met were either illegal prices of other sell- 
ers or were illegal prices resulting from the 
defendant’s own price reductions made to de- 
stroy competition. 


d. In Kentucky Laws of 1960, House Bill 
No. 207, unapproved price discrimination in 
the sale of dairy products is prohibited. Act 
No. 589, Georgia Laws of 1960, prohibits dis- 
crimination in insurance rates. 


B. RESALE PRICE MAINTENANCE 


1. Eli Lilly and Company v. Sav-on-Drugs, 
Inc., CCH [69,645 (New Jersey Supreme 
Court, March, 1960). [M.c.H.] 


The New Jersey Supreme Court has affirmed 
the decision of the Superior Court (reported in 
this section April, 1960) which declared that a 
foreign corporation could not enforce a fair 
trade contract in New Jersey if it was trans- 
acting business in that state without having 
obtained a certificate to do so. In this case, 
maintaining an office in New Jersey and em- 
ploying 18 “detailmen” to visit retailers, 
physicians, and hospitals to acquaint them 
with the corporation’s products were enough to 
constitute “transacting business.” 


2. Remington Arms Company, Ince., v. 
G.E.M. of St. Louis, Inc., and Playtime 
Sporting Goods, Inc., CCH {69,673 (Minne- 
sota Supreme Court, April, 1960). [M.c.H.] 


Minnesota can be added to the list of states 
where the non-signer provision of Fair Trade 
Acts has been declared unconstitutional. In this 
case, such a provision is deemed an unlawful 
delegation of legislative power to private per- 
sons. Since this Fair Trade Act enabled a 
manufacturer to choose whether or not to use 
minimum resale prices, it was considered a se- 
lective price control act; and it was one in 
which no standards were established eitlier as 
to the necessity of the Act or by which prices 
were to be determined. Nor were any hearings 
or safeguards provided to protect the unwilling 
retailer or the consumer from the price fixed 
by one manufacturer and one retailer. And, 
according to the Court, the arguments ad- 
vanced in favor of such a grant of price-fixing 
powers are not so compelling as to do away 
with hearings and other safeguards in the in- 
terest of the consumer. 
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3. Atlantic Refining Co. v. Wright Motor 
Sales Co., CCH $69,701 (Penn. Ct. of Common 
Pleas, Luzerne Co., May, 1960. [M.cC.H.] 


The non-signer provisions of the Pennsyl- 
vania Fair Trade Act ordinarily binds all the 
retailers selling a given fair traded product. 
But in this case a gasoline dealer who is 
operating under a purchase agreement with 
a refiner covering the period 1955 through 
1964 is not bound by the non-signer provision 
with respect to resale price maintenance. The 
purchase agreement was made in 1955, the 
refiner did not enter into a fair trade contract 
in the same area until 1958, and the 1955 con- 
tract stipulated that it “may not be changed 
except by a written agreement executed by 
both parties.” To hold that the fair trade 
contract was applicable would thus be a 
“change” without the consent of both parties. 
The Court, accordingly, refused to grant an 
injunction against price-cutting by the dealer. 

The Court rejected the contrary decisions 
of two other courts, one another Pennsylvania 
Court of Common Pleas and the other a New 
Jersey Superior Court. If the present decision 
is upheld, non-signer provisions may experi- 
ence difficulties where other contracts exist 
and are given precedence. 


4. George W. Warner & Co., Inc. v. The 
Black & Decker Manufacturing Company, Inc. 
and Gus F.. Fischer, CCH {69,707 (CA-2, May, 
1960). [M.c.H.] 


The impact of the Parke Davis case, re- 
ported in this section of the last issue, has 
now been felt. A Court of Appeals has re- 
versed a decision of a District Court which 
had dismissed a charge by a wholesale dis- 
tributor of portable power tools that its sup- 
plier had refused to sell to it because it had 
not adhered to resale prices fixed by that 
supplier. It was alleged that the manufac- 
turer, to enforce resale prices, threatened loss 
of distributorship, elimination or reduction of 
the wholesale price discount, surveillance of 
bids, and blacklisting and boycotting in vio- 
lation of section 1 of the Sherman Act and 
section 2 of the Clayton Act. 

The Court of Appeals emphasizes that since 
the Parke Davis decision a manufacturer can 
impose its will upon distributors only as “the 
consequence of a mere refusal to sell.” “The 
Supreme Court has left a narrow channel 
through which a manufacturer may pass even 
though the facts would have to be of such 
Doric simplicity as to be somewhat rare in 
this day of complex business enterprise.” The 
Court in this decision merely opened the way 
for Black & Decker, the manufacturer, to run 
this narrow gauntlet. 


5. Helena Rubenstein, Inc. v. Cineinnatti 
Vitamin & Cosmetic Distributors Co., CCH 
{69,720 (Ohio Ct. of Common Pleas, May, 
1960). [M.c.H.] 
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Fair traders in Ohio have suffered another 
defeat. In 1958 the Ohio Supreme Court ruled 
out the non-signer provision of the Fair Trade 
Law. (Union Carbide and Carbon Corp. v. 
Bargain Fair, Inc., reported in this section 
July, 1958). The law was rewritten to make 
it acceptable, to be effective in October, 1959. 
(See this section January, 1960). Now a 
lower court has declared the new Act to be 
entirely unacceptable as an unauthorized ex- 
ercise of police power and an improper dele- 
gation of legislative authority to private per 
sons. This Court recognized that the 1959 
law was an effort to correct the defects of the 
earlier Fair Trade Law but thought that the 
legislature had gone too far. And the Court 
was not impressed with “the high sounding 
phrases” of the revision. Another rewriting 
will thus be a real challenge to the law- 
makers. 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


B. Relations Between Buyers and 
Sellers: Exclusive Dealing 
Arrangements, Etc. 


1. Gaines W. Harrison & Sons, Inc. v. 
J.1. Case Company, Inc., CCH 69,667 (D.C.E. 
So. Car., Janusry, 1960). [M.C.H.] 


The Courts have in the past held that ex- 
clusive dealing cannot be in violation of Sec- 
tion 3 of the Clayton Act unless there is a 
contract or agreement to the effect that the 
buyer will not deal in the goods of a com- 
petitor. As a result, a seller cannot be found 
guilty of violating this law if he refuses to 
deal with a buyer who is unwilling to enter 
into such an illegal exclusive dealing arrange- 
ment—because there is no contract. Thus a 
buyer who refuses to enter into what might 
be considered an illegal agreement loses the 
right to secure punitive damages. The irony 
of this situation was discussed in this section 
in the January, 1960 issue under McElhenney 
Co., Inc., et al. v. Western Auto Supply Co. 

In the case at hand, a tractor dealer was 
awarded several thousand dollars by a jury 
because its dealership with J. I. Case Co. had 
been improperly terminated. Judge Timmer- 
man had instructed the jury to consider, in 
its determination of whether the termination 
was carried out “in equity and good con- 
science,” whether Case had conditioned a re- 
newal of the dealership on the dealer’s agree- 
ment not to take on a competing line of trac- 
tors. If there was such a condition, then, 
according to the Judge, the jury could find 
that there had been an attempt to violate the 
Clayton Act. Case had objected to such in- 
structions to the jury, declaring there was 
no contract and therefore could be no viola- 
tion of the Clayton Act. But, in his decision, 
the Judge states that, although the suit was 
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not one under the Clayton Act for treble 
damages, one element of proof that the ter- 
mination of the dealership was without equity 
and good conscience lies in the legality of the 
dealership contract under the Clayton Act if 
such a contract had been signed. 

Any direct relationship between a simple 
refusal to deal and a violation of section 3 
of the Clayton Act continues to remain ob- 
scure, even though this decision shows clear 
thinking on the subject. 


2. Reliable Volkswagen Sales and Serv- 
ice Company, Inc. v. World-Wide Automobile 
Corp., et al., CCH 969,644 (D. C. N. J., Febru- 
ary, 1960). [M.c.H.] 


Exclusive dealing in the automobile indus- 
try has survived antitrust attacks in the past. 
[See Schwing Motor Co., Inc., v. Hudson Sales 
Corp., 1388 F. Supp. 899, affirmed per curiam 
239 F. 2d 176 (1956), and Packard Motor Car 
Co. v. Webster Motor Car Co., 243 F. 2d 418 
(1957) ]. Here a Volkswagen dealer who iost 
his dealership because he handled competing 
automobiles is suing for treble damages under 
the antitrust laws. The hub of the dealer's 
complaint was not that a contract prevented 
him from dealing in other makes of cars but 
that his dealership was not renewed when he 
insisted on dealing in competitive foreign cars. 

The dealer seeking treble damages charged 
a violation of the Sherman Act in that the 
foreign manufacturer, its exclusive importer, 
and it distributors had agreed that the dis- 
tributors should sell on an exclusive basis— 
as a result the dealer had found himself with- 
out his minimum of 30 Volkswagens a month. 
The Court saw no per se violation in a system 
of exclusive dealing, and the complaint had 
failed to allege public injury (which would be 
necessary under such circumstances). How- 
ever, the reasonableness of this system awaited 
evidence, especially in view of financial tie-ins 
between a distributor and two dealers. A 
charge of violation of section 3 of the Clayton 
Act failed because the dealer had been con- 
cerned with damages to himself and incon- 
venience to his customers and had not shown 
an effect which might substantially lessen com- 
petition or tend to create a monopoly. 

Certain other causes of action the Court did 
not dismiss. One was that there had been a 
violation of the Robinson-Patman Act in that 
the dealer had been discriminated against in 
terms of the prices he had to pay and the 
quantities he was able to obtain. A second 
was that there had been a violation of the 
Automobile Dealer Franchise Act in that the 
defendants had lacked good faith in refusing 
to execute a franchise agreement with the 
dealer. 


3. Tampa Electric Company v. Nashville 
Coal Company, Nashville Coal, Inc., and West 
Kentucky Coal Company, CCH {69,671 (CA-6, 
April, 1960). [M.c.H.] 
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Ordinarily section 3 of the Clayton Act is 
applied to business situations to protect a 
buyer from the power that a seller may have 
over him. But here we have a case in which 
a seller is receiving the protection. A second 
unusual feature of this case is that the buyer 
is a public utility (an electric generating plant 
in Tampa, Florida). 

The exclusive contract involved in this case 
was for 20 years, the amount of coal to be 
supplied was 1,000,000 tons a year on the 
average during the 20-year life of the con- 
tract, and total purchases would amount to 
some $128,000,000. This trade, according to 
the Court, was not insignificant or insub- 
stantial. Indeed, not only were the generating 
plant’s total requirements of coal being sup- 
plied under the contract, thus excluding all 
competing suppliers, but within a few years 
the plant would use more coal than presently 
consumed in the entire state of Florida. Under 
the circumstances, the contract was illegal. 

The single coal supplier involved apparently 
desired to avoid having to fulfill this large 
contract which the buyer wanted to enforce. 
But having taken the position that the con- 
tract was illegal under the Clayton Act, the 
Court would not enforce it. A strong dissent, 
however, saw the seller’s pleading of the ille- 
gality of his own contract to be a means of 
avoiding that contract. The dissent also ar- 
gued that there was no inequality of bargain- 
ing power between the buyer and the seller 
and that public utility supply requirements 
were subject to their own particular needs. 


V. REGULATION OF UNFAIR 
COMPETITION 


A. Advertising 


1. Federal Trade Commission v. Travelers 
Health Association, 4 L ed. 2d 724 (March, 
1960.) [K.J.c.] 


From 1869 until 1944, the insurance business 
was exempt from federal rerulation because 
it was not commerce in the eyes of the courts. 
In the latter year, however, the insurance 
fraternity suddenly found this blissful state 
ended by a Supreme Court decision which 
ruled that interstate insurance activities con- 
stituted interstate commerce and as such were 
subject to the federal antitrust laws. (U.S. 
v. South-Eastern Underwriters Association, 
332 U. S. 533.) However, in response to the 
pressure of the industry, Congress quickly 
acted to restore the former conditions, and 
by the McCarran-Ferguson Act, passed in 
1945, it exempted insurance from federal regu- 
lation insofar as it is regulated by the states. 

The qualified exemption from federal regu- 
lation extended to insurance naturally applies 
to Federal Trade Commission regulation of 
advertising. However, no one with a mailing 
address can be ignorant of the fact that state 
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regulation has not been completely satisfactory 
and that some of the shabbiest examples of 
the misuse of advertising are provided by this 
industry, In a brave attempt to gain some 
control over this situation, the Commission 
attempted to limit the exemption enjoyed by 
insurance to states where the business was 
effectively regulated but it was rebuffed by 
the Supreme Court in FTC v. National Cas- 
ualty Company (see JOURNAL OF MAR- 
KETING, January, 1959). However, the Com- 
mission has now scored a victory in a case 
against an insurance company doing a mail- 
order business in health insurance from its 
offices in Nebraska. 

Nebraskan laws make illegal unfair meth- 
ods of competition in selling insurance in 
Nebraska or in any other state, and on the 
basis of this “regulation” the Court of Ap- 
peals had ruled that the Commission was 
without jurisdiction over the company con- 
cerned in this suit, The Supreme Court has 
now reversed this ruling and has held that 
to escape the control of the Federal Trade 
Commission, interstate insurance advertising 
must be regulated by the state in which the 
targets of the advertising reside. In other 
words, the state of Nebraska is competent to 
protect its own citizens from misleading ad- 
vertising by insurance companies but is not 
competent to protect those residing elsewhere. 

This decision brought dissents from three 
justices—Harlan, Frankfurter and Whittaker 
—who seem to feel that there is a plot to 
override the policy of the McCarran-Ferguson 
Act and to submit the insurance business to 
federal rule. They point out that not long 
ago the Court had subjected the sale of 
variable annuity policies to regulation by the 
Securities and Exchange Commission. Now an- 
other federal agency, the Federal Trade Com- 
mission, is granted a considerable power over 
the advertising practices of the industry. 

This decision has ramifications that go 
beyond the regulation of advertising and may 
subject insurance companies to more federal 
control than they expect. For example, the 
effort of the aviation insurance industry to 
escape a federal grand jury investigation of 
its practices by an appeal to the regulation 
provided by the State of New York was effec- 
tively blocked when the Government, on the 
basis of the Travelers Health decision, pointed 
out that forty-five states exempt aviation in- 
surance rates from regulation. Here, too, New 
York is not competent to protect consumers 
in other states. (See In Re Grand Jury In- 
vestigation of Aviation Insurance Industry, 
CCH {69,691 [D.C. S. N.Y., April, 1960].) 


2. Ward Laboratories, Inc., et al. v. Fed- 
eral Trade Commission, CCH {69,690 (CA-2, 
April, 1960). [K.J.c.] 

The Court of Appeals here upholds the 
right of the Federal Trade Commission to 
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require an affirmative disclosure of fact when 
such affirmative disclosure is necessary to pre- 
vent deception. 

A seller of a baldness cure was ordered by 
the Commission to reveal that its remedy was 
ineffective in the case of the male-pattern 
category of baldness which embraces nearly 
all cases of male loss of hair. According to 
the Court, this requirement is proper under 
the circumstances because the advertising of 
the defendant created the impression that most 
baldness was of a type that its preparation 
would cure. 


VI. PROCEDURAL AND MISCELLA- 
NEOUS DEVELOPMENTS 


1. United States v. Westinghouse Elec- 
trie Corporation, CCH {69,699 (D.C. E. Pa., 
March, 1960). [K.J.c.] 


The plea of nolo contendere to criminal anti- 
trust charges has long been popular among 
defendants because of the protection it affords 
them against suits for treble damages on the 
part of injured parties. This device has, how- 
ever, received some setbacks in recent months. 

In United States v. McDonough Co. (re- 
ported in this section April, 1960), the 
defendants, much to their con.ternation, were 
meted out jail sentences in spite of their re- 
fusal to contest. In the case here reported, 
the Court has, upon the recommendation of 
the Government, taken the unusual step of 
refusing to accept the plea and has given the 
defendants five days to decide whether to 
fight or plead guilty. The importance that the 
Government attached to this issue was shown 
by the appearance in the Court in opposition 
to the nolo contendere plea, of the Acting 
Attorney General in Charge of the Antitrust 
Division and by the filing of a statement by 
the Attorney General himself. 

The Government took its strong stand 
against the nolo contendere plea because it 
thought that the alleged price-rigging charges 
against the defendants were serious and be- 
cause it felt that the nolo contendere proce- 
dure weakened the deterrent effects of the 
antitrust laws. That the defendants’ ability to 
minimize the threat of treble damage suits re- 
duces the deterrents to antitrust violations no 
one would deny, and the Department of Justice 
has been criticized for its readiness to settle 
civil suits by the consent route for this reason. 
However, apparently the Government was 
more concerned in this case with the fact 
that failure to defend a prosecution gave 
the defendant an easy way to avoid adverse 
publicity. According to the chief of the Anti- 
trust Division, “only a guilty plea or a chance 
to prove our case before a jury can carry with 
it the impact of public admission of the nature 
of this wrongdoing; and it is the impact of 
public realization of what happened . . . that 
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constitutes a significant deterrent throughout 
the area of federal criminal antitrust law.” 

There is no doubt that antitrust enforce- 
ment will be strengthened if more suits, both 
criminal and civil, are brought to trial and 
fewer are settled without contest or by con- 
sent. However, the Government has probably 
exaggerated the benefits that will flow from 
the adverse publicity arising from trials and 
convictions. It is seldom that antitrust suits 
are big news and their results are apt to 
be buried in the inner pages of the newspapers. 
Moreover, antitrust suits are “news” only 
when the defendants are large and well- 
known, and such defendants have the re- 
sources of their swollen advertising budgets 
with which to counter any ill effects on public 
opinion that arise from their experiences in 
court. 

It is interesting to note that criticism of 
the Department of Justice for being too ready 
to settle civil antitrust suits by consent, there- 
by making more difficult the task of injured 
parties contemplating treble damage suits, is 
showing results, In a letter written last 
March, the head of the Antitrust Division 
revealed that his organization was considering 
the wisdom of accepting consent decrees only 
when accompanied by an admission of guilt 
in any case in which a state or a subdivision 
was an injured party. Such a policy would 
clear the way for treble damage suits, the 
injured organization merely having to estab- 
lish the connection between the admitted anti- 
trust violation and its injuries. However, there 
seems to be no intention at this time of ex- 
tending this practice to suits in which public 
bodies are not involved. (See CCH 98241,695.) 


2. United States v. Joseph Freeman, CCH 
928,698 (D.C. N. Ill, April, 1960). [K.J.c.] 


A fine of $1,000 has been imposed upon an 
individual for refusal to testify before the 
Federal Trade Commission in response to a 
subpoena. Apparently this is the first time 
that a fine has been levied on any one for 
refusal to give evidence to a federal regula- 
tory agency. 

The defendant was charged with the illegal 
use of lotteries to sell his merchandise and, 
in refusing to testify, took refuge in the Fifth 
Amendment. However, this refuge was not 
open to him because the Federal Trade Com- 
mission Act confers immunity from any pen- 
alty for testifying. 


8. The Donnelly Antitrust Act of New 
York State. [K.J.c.] 


The maximum fines for violating New 
York’s antitrust law have been raised from 
$5,000 in the case of an individual and $20,000 
in the case of a corporation to $20,000 and 
$50,000 respectively. The change, approved in 
April, 1960, becomes effective January Ist 
next. (See CCH 13,501.02.) 
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foreign design magazines. All of the articles 
touch upon the problem of fashion and design, 
but the one noted above is the most provoca- 
tive. The author abhors the idea that indus- 
trial design should be a member of the fine arts 
family. The lead explanation adequately sums 
up the thesis: “The very basis of fine-arts 
evalution is permanence and eternal validity— 
which openly conflicts with the impermanence 
of our mass-produced culture. What is needed 
... is an esthetic that speaks in popular sym- 
bols, that wears out as fast as our cars and 
rockets—we need, in short, a throw-away es- 
thetic.” Marketers may not agree, but his posi- 
tion should give them a means for re-evalua- 
tion of their product planning policies. 


Why Agencies Get Fired and How They Get 
Hired. L. Anderson, Industrial Marketing, 
April, 1960, pp. 39-42. [J.£.M.] 


A survey was made to determine why in- 
dustrial advertisers changed agencies last 
year. Of the 175 companies contacted, over 
33 per cent replied. The three most important 
reasons for firing the agency were: (1) need 
for a fresh copy approach; (2) need for ad- 
ditional services; and (3) general dissatis- 
faction. In hiring new agencies the three most 
important criteria were: (1) talent of per- 
sonnel available to service the account; (2) 
general reputation of the agency; and, (3) 
previous experience with industrial accounts. 
Over-all, 19 reasons are given for firing an 
agency and several pointers for choosing one 
are discussed. 


How Successful is the Annual Report as Com- 
munication? B. J. Goldstein, Print, March/ 
April, 1960, pp. 63-65 [J.E.M.] 


Print devotes the entire issue to the annual 
report and its design. Goldstein suggests that 
the annual report can be improved in readabil- 
ity, context, and graphic arts. Over 70 per 
cent of those responsible for the preparation 
of annual reports do not have editorial experi- 
ence. This is surprising as more than 55 
million reports are currently being mailed by 
corporations. 


Do Christmas Catalogues Stimulate Purchas- 
ing? Robert J. Robichaud and Sallie 
Jewell, Journal of Retailing, Spring, 1960, 
pp. 1-6. [S.C.H.] 


Door-to-door interviews with 200 upper- 
middle-income housewives in suburban New 
Jersey revealed that forty-two per cent of 
them had been stimulated to make one or more 
purchases as a result of Christmas gift cata- 
logues mailed out by department stores. 


Sales Promotion Yardsticks for Electric and 
Gas Utilities. William T. Kelley, The 


Public Utilities Fortnightly, March 17, 
1960, pp. 382-395. [s.c.H.] 


In 1957 electric and gas utility companies 
spent over $200,000,000 on advertising and- 
sales promotion in direct and indirect attempts 
to build sales volume, obtain better distribu- 
tion of loads, develop improved public rela- 
tions and attract low-cost financing. About $3 
were spent on other types of promotion (main- 
ly personal selling and demonstrations) for 
every $1 spent on advertising. Medium-sized 
utilities tended to spend a higher percentage 
of revenues on promotion than did either 
small or large ones. Distinct geographical ex- 
penditure patterns were also discernible. 


The Media Supervisor: Neither Fish nor Fowl. 
J. K. Carver, Media/Scope, April, 1960, 
pp. 88, 89. [J.£.M.] 


The media supervisor and his basic respon- 
sibilities are discussed in this article. Note- 
worthy are the six vital functions he performs 
in the area of media planning. 


Promotion of Farm Products by Agricultural 
Groups. Robert E. Frye and Violet D. 
Grubbs, Marketing Research Report 380, 
Agricultural Marketing Service, U.S.D.A., 
January, 1960, 27 pp. [J.K.s.] 


This report of a survey of agricultural 
groups in the United States indicates that 
slightly over 1,100 of such groups engaged in 
promotion, The survey, conducted during late 
1958 and early 1959, found that these groups 
spent about $67 million during the fiscal year 
ending in 1958 for the promotion of agricul- 
tural products. The study reports on the 
sources of promotion funds, and media used 
for such promotion. Information on expendi- 
tures by commodity groups is also presented. 
An increase of nine per cent was anticipated 
in promotion expenditures for the next fiscal 
year. 

Of the total expenditures in 1958, $35 mil- 
lion was spent for advertising, $15 million 
for public relations and educational activities, 
and $12 million for merchandising aids in- 
cluding point of purchase materials and dealer 
service. 


Advertising Efficacy—An Analytical Study. 
Harold W. Fox, N. A. A. Bulletin, Febru- 
ary, 1960, pp. 53-59 [s.J.s.] 


The most obvious manner of appraising the 
effectiveness of advertising is to check the 
sales curve following a particular campaign. 
This line of inquiry seems to persist, probably 
because of its pragmatic and intuitive appeal. 
But there is the danger that the real impact 
of advertising might be submerged under a 
forceful trend in economic activity or in popu- 
lation growth or in the per capita consump- 


| 
“re 
i 
q 
| 
= 
4 


tion of the product class. Trends such as 
these or a sudden shift might affect all brands 
of a class in proportion to their entrench- 
ment. 

The desire to avoid these and similar pit- 
falls and yet to be able to experiment with 
a direct evaluation of advertising effectiveness 
led the analyst to formulate the hypothesis 
that a measure of advertising efficacy appli- 
cable to highly responsive brands is the ratio 
of product line brands’ sales shares of the 
market to product line brands’ advertising ex- 
penditures share of the market. 

Historical data disclosed that over a period 
of sixty months of fluctuating volumes each 
of three large directly-competing companies, 
using advertising pressure consistently but in 
varying amounts, had a coefficient of deter- 
mination about .90 in the association of their 
share of sales to their share of expenditures. 
These high coefficients emerged only after the 
brands’ histories were split into (a) increased 
share of expenditures since the previous read- 
ing and (b) decreased share. 


Fashion Note: Band Uniforms by a Light Bulb 
Manufacturer! Sales Management, Novem- 
ber 6, 1959, pp. 41-42. [w.J.R.] 


Seven years’ experience with the “C-E-Z 
Fund Raising Program” has proved it to be 
a successful sales promotional method for 
C-E-Z, sales division of Verd-A-Ray, Toledo 
light-bulb manufacturer. 

Promotional material is mailed to schools, 
churches, and other organizations throughout 
the country informing them of a quick way 
to raise “ . .. needed funds for band uni- 
forms, instruments, choir robes, organs, pianos, 
playground equipment, and class trips by sell- 
ing C-E-Z Green light bulbs to neighbors, 
friends, relatives.” 

Premium bulbs cost participating groups $27 
a case and are sold for $42. Selling informa- 
tion is kept simple and emphasizes quality 
features such as bulb longevity and the com- 
pany’s reputation. 


Taking the Guesswork Out of Media Selection. 
Lee Adler, The Management Review, No- 
vember, 1959, pp. 64-67. [J.M.R.] 


The author suggests the following program 

for removing guesswork from media selection: 

1. Set concrete marketing objectives. 

2. Obtain facts on media and markets, 
and communicate them to participants 
in the media-selection process. 

3. Use talents and skills of all members 
of the management team to best advan- 
tage by formulating a policy of phased 
responsibility for media decisions. 

It is the third point that is most interesting. 

The author, for example, indicates that under 
certain circumstances, top management has 
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a vital role in media selection: when corporate 
policy is at stake; when over-all marketing 
strategy is involved; when new or unusual 
problems of considerable importance arise; 
when the proposed media expenditure is size- 
able; and when advertising is an especially 
important marketing tool. 


Bakers Confab Blasts Gimmick Mania, De- 
clares War on Advertising Naiveté. Food 
Field Reporter, November 9, 1959, p. 22. 
[J.s.w.] 


Reports of the trade association conventions 
are some of the most interesting reading to be 
found in trade journals. At these conclaves 
the practitioners of business administration 
“let their hair down.” Industry problems are 
discussed with unbelievable candor. The write- 
ups provide a handy primer on the methods 
of operations in vogue and currently pressing 
problems. 

The problems which beset the commercial 
bakeries of the nation are aired in this article. 
Exhortations, cries of “foul play,” schemes 
for increased sales, and the like fill the con- 
vention hall. A true insight into the industry 
is provided. 


How Advertisers Use Split-Runs and Sectional 
Buys. L. A. Gardner, Media/Scope, April, 
1960, pp. 45-49. [J.E.M.] 


A study is made of the use of split-runs and 
sectional buys from data accumulated by the 
Publishers Information Bureau. Data by 
products, regions, and other categories are 
presented and briefly analyzed. The article 
is an excellent source of information about 
this newly-developed advertising schedule pat- 
tern. 


Who Is This Television Executive? Media/ 
Scope, March, 1960, pp. 74-82. [J.E.M.] 


The television account executive has ap- 
peared within the structure of advertising 
agencies during the last decade. His duties, 
as the position developed in three advertising 
agencies, are studied. His role in the selec- 
tion of media is then commented upon. 


How Research Can Boost Ad Effectiveness by 
One-Hundred Per Cent. L. Anderson, Jn- 
dustrial Marketing, May, 1960, pp. 39-43. 
[J.E.M.] 


This is a report of the results of a four-year 
study of more than 3,500 business paper adver- 
tisements made for the Republic Steel Corpora- 
tion. The conclusions cover the use of color 
and bleed, advertisement position in a publi- 
cation, types of illustrations and other factors. 
Three findings to be noted are that (1) the 
use of bleed effectively increases readership, 
(2) right-hand pages do better than left-hand 
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pages, and (3) position in the first quarter of 
a publication is best for an advertiser. 


Flexible Method Needed to Evaluate Advertis- 
ing Agency Services and Charges. N. 
Fields, Advertising Age, May 2, 1960, pp. 
83, 84. [J.E.M.] 


Of recent months, many suggestions have 
been made as to the methods that should be 
used for advertising agency compensation. 
Fields takes issue with payment on an hourly 
basis. Such a rigid method is not adequate 
in reflecting the cost of services. Four factors 
are discussed that are necessary before costs 
can be determined. Basically, flexibility in 
compensation should be maintained to reflect 
the skills and the tasks performed rather than 
the amount of time required for their per- 
formance. 


Public Relations for a Profession. R. Caplan, 
B. Darrach, and Ursula McHugh, Indus- 
trial Design, May, 1960, pp. 74-85. [J.E.M.] 


To introduce their definitive evaluation of 
public relations, made to determine its use- 
fulness to the industrial design profession, the 
authors state ... “some notations on drum- 
beating as a means of attracting a clientele, 
with a few suggestions on how to keep time 
and when to add ruffles and flourishes.” The 
article defines publicity and public relations 
and applies the concepts studied to the design 
profession, The article is an excellent re- 
— for all interested in the public relations 

eld. 


How to Use ABC Business Publication Re- 
ports, A. T. Wolcott, Media/Scope, April, 
1960, pp. 92-100. [J.E.M.] 


Wolcott discusses in detail a recent resolu- 
tion by the Audit Bureau of Circulation that 
“all business publications should be audited 
and classified.” In doing so, he presents an 
excellent resumé of the bureau, its functions, 
and the use of its data. 


2. AGRICULTURAL 
MARKETING 


Long Run Prospects of Southern Agriculture. 
John M. Brewster, The Southern Economic 
Journal, October, 1959, pp. 134-140. [s.c.H.] 


While the outlook for agriculture in general 
is much gloomier than for the rest of the 
country, according to this analysis the out- 
look for Southern agriculture is particularly 
dismal. Expansion of new-farm employment 
will siphon off the cheap labor supply upon 
which cotton and other low-capital using crops 


depend; markets and especially resources now 
seem inadequate for full conversion to high- 
capital agriculture, such as beef, dairy, and 
poultry. 


3. AREA ANALYSIS 


Lessons from the Old World for America’s City 
Builders. Paul F. Wendt, California Man- 
agement Review, Spring, 1959, pp. 47-55. 
[W.J.R.] 


Underlying factors which have caused visit- 
ing Americans to be favorably impressed by 
major European cities and to be “struck by 
their varied beauty, vitality, and individuality” 
include (1) the multitude of well-kept histori- 
cal monuments and parks; (2) the concern 
over the naiural beauties of the surrounding 
areas; (3) the cleanliness that generally exists 
in European cities; (4) the mixture of old 
and new in buildings and the “amazing variety 
of blends of ancient and modern modes of 
living.” Good city government, effective plan- 
ning, rational land development, and a strong 
sense of civic tradition and loyalty are “logi- 
cal counterparts of civic pride.” 

Despite important historical, economic, and 
institutional differences, America’s city 
builders can profit from European experiences 
by consideration of these recommendations: 
(1) “The planning and development powers of 
American cities should be extended over metro- 
politan areas”; (2) “American cities must be 
made stronger financially through a major 
shift in the sources of municipal revenues”; 
(3) “American cities must shift from their 
traditional negative role to become positive 
and controlling facters and urban planning 
and development.” 


4. BUYING AND 
PURCHASING 


Analysis of Used Car Purchases. Mordechai E. 
Kreninin, Review of Economics and Statis- 
tics, November, 1959, pp. 419-425. [G.F.] 


This paper uses the analysis of variance to 
test (1) relationships between used car pur- 
chases and socio-economic variables and (2) 
residual variability in used car purchases at- 
tributable to attitudinal and expectational 
variables. It grapples with the formidable 


problem of analyzing information from more 
than one cross section survey using data from 
the 1955, 1956, and 1957 Surveys of Consumer 
Finances combined, and then in a second stage, 
of the reinterview part of the 1953 Survey. 
Despite much methodological sophistication, 
there is no evidence that the a priori selection 
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of variables such as liquid assets, life cycle, 
and home ownership are important for dis- 
tinguishing variations in purchase of used cars. 
However the analysis does yield one novel 
finding about expectations: unexpected pur- 
chasers rank high among spending units who 
expected their incomes to decline but actually 
experienced an increase. 


Shall We Own or Lease Our Automobiles and 
Trucks? Charles J. Smith, Retail Control, 
December, 1959, pp. 21-34. [s.c.H.] 


Leasing, rather than purchase, is recom- 
mended as a means of making liquid funds 
available, as a means of reducing tax liabili- 
ties, and, less significantly, as a means of 
facilitating budget preparation and control. 
Lease plans vary considerably and should be 
examined critically. 


Ten Ways of Teaching the Novice to Buy Your 
Product. Ernest Dichter, Motivations, 
July-August, 1957, pp. 5-9. [S.J.s.] 


Youthful consumers feel self-conscious when 
faced with the problem of buying a product 
for the first time. They are afraid that their 
buying behavior will not measure up to that 
of sophisticated adult consumers. 

The thoughtful salesman can help the novice 
by using some of communication techniques 
described in the article. 


The Firm’s Demand for Intermediate Products. 
J. R. Gould, Economica, February, 1960, 
pp. 32-41. [S.C.H.] 


A formal model for the “make or buy” 
decision. The usual analysis holds that a 
firm should buy rather than make (considera- 
tion of safety, quality control, and prestige 
being put aside), if purchase price is less than 
average and/or marginal cost within the firm. 
Gould holds that this approach assumes both 
output and rate of employment of the firm’s 
assets are fixed; he points out that computa- 
tion of marginal revenue and cost curves for 
total output, ingredient in question, and all 
other components on both a “make” basis and 
a “buy” basis may lead to somewhat different 
decisions. 


The Least-Cost Level of Stocks and the Rate 
of Interest. W. G. McClelland, The Jour- 
nal of Industrial Economics, March, 1960, 
pp. 151-171. [s.c.H.] 


Formula approaches to determination of 
optimum inventory and order quantities have 
attracted considerable attention in manage- 
ment circles. Usually such formulas involve 
an arbitrary factor for rate of return on 
investment. Because of the semi-liquid nature 
of inventories, McClelland believes that these 
arbitrary figures are usually too high and 
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that the going rate of interest more nearly 
approximates the true cost. Normal changes 
in interest rates would cause only minor varia- 
tions in necessary stocks in most cases, and 
could easily be handled by modern computer 
systems. 


Buying at a Discount. The Economist, March 
19, 1960, pp. 1083 and 1084. [F.M.] 


This is a useful enumeration of the many 
forms of “irregular” cut-price trading that 
are now occurring in British retailing. There, 
unlike the United States, comprehensive re- 
sale price controls on many consumer durables 
have not yet brought about the protest in- 
stitution which in this country goes under the 
name of “discount house”—a retail establish- 
ment which specializes in selling at prices 
below what conventional retailers presumably 
sell for. The Economist puts in a _ half- 
hearted plug for such a mass retailing institu- 
tion by recommending that the British public 
be generally “given the opportunity to buy 
cheaply from a warehouse if it wishes.” 


U.S.D.A.: A Buying Guide. Chain Store Age, 
November, 1959, pp. 58-59. [G.F.] 


“The U.S. standards for grades should form 
the basis of the specifications for any buyer 
in the chain field.” The U.S.D.A. has estab- 
lished yardsticks for measuring quality of 
canned fruits, vegetables, meats, fresh pro- 
duce, and virtually everything else consumed 
in a restaurant. 

Three types of inspection have been provided 
for buyers who wish to score products on 
specific quality factors: representative sampl- 
ing from specific lots, continuous sampling 
based on daily reports by inspectors stationed 
at the plant during all shifts, and plant inspec- 
tion pack certification service.” Under the last 
service an inspector is assigned to the plant 
during the processing season to certify each 
lot of the product. A fourth type is “inspec- 
tion of unofficially submitted samples.” This 
type of service is not recommended as a basis 
for negotiating sales because it is often not 
representative of the lot from which the 
samples are drawn. 


5. COSTS AND EFFICIENCY 


Changes in American Textile Industry—Com- 
petition, Structure, Facilities, Costs. L. D. 
Howell, Technical Bulletin No. 1210, 


Agricultural Marketing Service, U.S.D.A., 
November, 1959, pp. 348. [J.K.s.] 


American cotton and wool can expand their 
markets if all potential market outlets are 
fully exploited. This is true even in the face 
of strong competition from cotton and wool 
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produced abroad and from man-made fibers. 
To meet this competition successfully and ex- 
pand market outlets would require that ade- 
quate and dependable supplies of suitable 
qualities of cotton and wool, and their prod- 
ucts, be made readily available to users at 
attractive prices. This, in turn, would require 
improved efficiency in producing and market- 
ing raw cotton and wool and in manufacturing 
and distributing their products. 

Marketing margins for textiles have in- 
creased in recent years, with advances in wage 
rates and demands for more services, despite 
improvements in equipment and operating 
methods. Data are presented to show gross 
margins, and items of cost included, for 
assembling and merchandising raw cotton and 
wool; for manufacturing yarns, fabrics, ap- 
parel, and household goods made of cotton and 
wool; and for wholesale and retail distribution 
of these products. Similar data are also shown 
for man-made fibers and silk. Means and im- 
portance of improvements for each segment 
of the industry are suggested. 


Return on Investment. Retail Control, March, 
1960, pp. 7-58. [S.c.H.] 


Three articles, by C. Virgil Martin, J. Karl 
Fishbach, and C. Robert McBrier discuss the 
importance of deriving an adequate return 
on investment, the difficulties of achieving this 
objective, the differences between return on 
total capital and return on equity, methods of 
measuring return on investment, and the 
desirability of basing the buyers’ bonus on 
his return on investment performance. In 
total, the articles suggest a healthy tendency 
to look beyond return as a percentage of sales 
for a more fundamental measure of retail 
performance. 


Simplification in Selling. Harold W. Martin, 
Irish Management, September-October, 
1959, pp. 229-232. [Ww.L.] 


Simplification results in increased produc- 
tivity and is the key to cost reduction. How- 
ever, profitable simplification is governed by 
the customers’ willingness to buy. The anal- 
yses of sales records are, therefore, impor- 
tant to a program of simplification. Examples 
of the use of such analyses are presented. 


Drug Industry Economics. Dr. Jules Backman, 
Drug Trede News, April 18, 1960, p. 4. 
[D.R.] 


While the drug industry has reported 
higher rates of profits over the years than 
have most other industries, the increase in 
manufacturers’ sales has been due largely 
to greater volume and a number of factors, 
ignored by the [Kefauver committee] probers, 
which have contributed to its record—including 


greater risk exposure, rapid product innova- 
tion and obsolescence, more intensive promo- 
tion, intensive investment in product and 
trade name, understatement of net worth and 
above-average rates of growth. 

While there is no yardstick available to 
determine what is a “fair” profit, a “satis- 
factory level of profits” is important to the 
continuance of the industry’s research efforts, 
both because it provides the reward for suc- 
cessful research and is thus an inducement to 
spend money for this purpose, and because 
it provides—directly and indirectly—the funds 
necessary for addition of facilities and equip- 
ment needed to develop successful products. 


Drug Chains Meet Rising Store Costs. Chain 
Store Age, May, 1960, pp. 44-45. [D.R.] 


Sharply increased costs of store space are 
spurring drug chains to make better use of 
that space by allocating increased percentages 
of space for selling, and by shooting for 
increased sales per square foot. 

An analysis of 68 leases made by drug 
chains for space in shopping centers reveals 
that in 1960 the cost of space is at a record 
high. To offset this, stores scheduled for 
opening in 1960 will devote 77.6 per cent of 
total space to selling—compared with 71.4 per 
cent in 1958. 


6. CONSUMER ANALYSIS 


SANS—A Simplified Account-Numbering Sys- 
tem. George G. O’Brien, Henry F. Sher- 
wood, and Richard E, Trueman, Journal 
of Retailing, Spring, 1960, pp. 19-26. 
[S.C.H.] 


The automation of customer accounting 
creates a need for easy, quick identification of 
individual accounts. Conventional alphabeti- 
cal systems are slow, and lead to considerable 
error in posting, billing, ete. Straight and 
modified numerical systems usually are easy 
to maintain, but the account numbers quickly 
depart from any semblance of alphabetical 
order, and cumbersome cross-indexes are 
needed. Alpha-numeric systems promise to 
solve this difficulty, but break down with sur- 
prising speed when a cluster of uncommon 
names invades the system. The authors pro- 
pose a modified eight-digit system, divided 
into groups, leaving “s” unassigned numbers 
between all existing accounts, with each new 
account inserted halfway between the two 
accounts which bracket it alphabetically. 
Accounts that cannot be accommodated in the 
system will be assigned to an “overflow area,” 
rather than invalidate the whole operation. 


On the Disappearance of Knickers: Hypotheses 
for the Functional Analysis of the Psy- 
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chology of Clothing. George Bush and 
Perry London, The Journal of Social Psy- 
chology, May, 1960, pp. 359-366. [W.J.R.] 


Of the three functions of clothing, protec- 
tion, concealment, and differentiation, the 
authors agree with most theorists that differ- 
entiation has been the most essential. This 
article presents three hypotheses for the 
analysis of the differentiation function: 1) 
differences in modes of dress within a partic- 
ular society are indicative of differences in 
social roles and self-concepts of members of 
that society; 2) changes in fundamental modes 
of dress are indicative of changes in social 
roles and self-concepts of that society’s mem- 
bers; 3) the greater or smaller the variability 
of clothing styles in a society, the less or more, 
respectively, well-defined and conflict-free are 
social roles in that society. 


Disengagement—A Tentative Theory of Aging. 
Elaine Cumming, Lois R. Dean, Davis S. 
Newell, and Isabel McCaffrey, Sociometry, 
March, 1960, pp. 23-35. [W.J.R.] 


These researchers tested three hypotheses 
relating to social-psychological changes in- 
herent in the aging process, all of which are 
based on a central idea that the “freedom” 
of old age results from a decreasing amount 
and variety of social interaction. 

Hypothesizing that disengagement begins 
during the sixties with a shift in self-precep- 
tion, a series of changes is initiated in the 
modal case: (1) a constriction in the variety 
of interactions undertaken; (2) a reduction 
in the number of hours spent each day in the 
company of others; (3) the seeking of a wider 
variety of relational rewards than that sought 
by the middle-aged. 

Results of this disengaging process are the 
development of a more self-centered and 
idiosyncratic style of behavior and a with- 
drawal of object cathexis. Implications for 
marketers lie in the development of products 
and services for this increasingly important 
and less conforming market and in the orienta- 
tion of persuasive messages needed to sell 
in this market. 


Relative Income Shares in Fact and Theory. 
Irving B. Kravis, The American Economic 
Review, December, 1959, pp, 917-949. 
[S.C.H.] 


Detailed analysis of national income data 
shows that the share of the national income 
distribution constituting the return to prop- 
erty (i.e. rent, interest and corporate profits) 
declined slightly during the period 1900-1950, 
entrepereneurial income declined sharply 
(from 24 to 15 per cent), and employee com- 
pensation rose from 55 per cent to 67 per 
cent. 


Corporate income taxes and government 
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transfer payments caused a sharper contrac- 
tion in the property return’s share of personal 
income and a sharper increase in the labor 
share, The basic change in the ratio of labor 
and property shares is largely attributable to 
“sharp increases in real wages, owing to the 
lack of responsiveness in the supply of man- 
hours to the rising demand for labor attendant 
upon rapid economic growth.” 


Food Preferences of Men in the U.S. Armed 
Forces. David R. Peryam et al., Wash- 
ington, D. C.: Department of the Army, 
January, 1960, pp. 160. [F.M.] 


Uncle Sam is by far the largest customer 
of the food industries. This report, based on 
a very comprehensive study, is filled with 
surprising findings. Would you have guessed 
that “fresh milk is unquestionably the best 
liked (food and) ... hot rolls its nearest 
competitor for popularity honors”? The 
“worst” foods are concentrated in the vegeta- 
ble class. 


Consumer Installment Credit Expansion. Fed- 
eral Reserve Bulletin, April, 1960, pp. 
359-866 [G.F.] 


The $5.4 billion expansion of installment 
credit in 1959 was stimulated by widespread 
promotion of new types of credit plans by 
financial institutions and retail outlets. Many 
retailers offered new revolving credit plans 
and liberalized old plans. Charge account and 
credit card services were widely promoted. 

The proportion of extensions of automobile 
credit for the maximum maturity of 36 months 
increased, as did the total of revolving credit 
accounts at department stores and under bank 
sponsored charge-account plans. There was 
an increase in personal loans for financing 
vacation travel and school tuitions. Steady 
lengthening of average maturities for home 
repair and moderization loans is likewise 
noted. 

Underlying these reports of changing bor- 
rowing and spending behavior there seems to 
be a lengthening of the consumer’s planning 
horizon which might be explained as a further 
departure from the puritan ethic of thrift. 
It is a reflection of relaxing attitudes towards 
the morality of credit on the one hand, a 
corroboration of the realities of the life cycle 
income hypothesis on the other. 


Status: A Human Form of Tropism. Edward 
C. McDonagh, Sociology and Social Re- 
search, January-February, 1960, pp. 172- 
177. [W.J.R.] 


Just as plants bend towards the sunlight, 
man, it is purported, “ ... tends to be tropis- 
tic in his behavior toward goals and posses- 
sions that maintain or increase his status.” 


MARKETING ARTICLES IN REVIEW 


Although status symbols differ widely from 
culture to culture, men in all cultures seem 
to react compulsively to existing status values 
and their symbols “ . .. as if driven by a 
tropistic need.” 

One function of symbols of status is to 
serve as fences or barriers protecting our self- 
images from negatively critical valuations of 
others. Though man is conscious of symbols 
of status, he accepts the need for status striv- 
ing as natural. Unlike the plant, however, 
he can be selective in his acceptance or rejec- 
tion of different status stimuli. 


Note on Self-Regulating Systems and Stress. 
Joseph M. Notterman and Richard R. 
Trumbull, Behavioral Science, October, 
1959, pp. 324-827. [s.c.H.] 


Some marketing theorists use a servomech- 
anism or homeostasis analysis to describe at 
least some consumer behavior. A disturbance 
of some sort produces a response directly 
affecting the stimulus to which the consumer 
responds according to this view. In this note 
the authors observe that the servomechanism 
analogy really rests upon three complex 
elements: (1) detection of the disturbance and 
of its magnitude over time, (2) identification 
of its nature, and (3) the availability of the 
correct response. Some inappropriate, or 
“nonspecific,” responses appear to be attempts 
of the organism to obtain more information 
from the environment. Thus personality tests 
of Naval Aviation Cadets who manifested 
stress symptoms (excessive exhalation of car- 
bon dioxide) when subjected to low pressure 
chambers indicated that they usually required 
more cues from the environment than did 
those who did not display anxiety. 


How Much Choice. Stanley C. Hollander, Chal- 
lenge, January, 1960, pp. 7-11. [W.L.] 


Discretionary spending power is money that 
consumers have available to spend as they 
choose. Consumer spending patterns, however, 
appear to be largely predetermined at a point 
close to consumer income, and there seems to 
be little room for choice. The author discusses 
this difference in outlook and concludes that 
perhaps the final test of discretion will be not 


how money is used but rather how time is 
used. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Containerization. Modern Packaging, April, 
1960, pp. 121-128. 


There is currently a pronounced trend 
toward the use of standard, demountable cargo 
systems. This article surveys all develop- 
ments and analyzes the total problems. It pre- 
dicts “that standardization will grow not by 
leaps and bounds, but only in accordance with 
the need of inter-carrier integration. New 
ideas and new inventions that make standard- 
ization simpler to achieve will accelerate prog- 
ress.” 


How to Sell Through Industrial Distributors. 
H. G. Sawyer, Industrial Marketing, May, 
1960, pp. 61-73. [J.E.M.] 


This is another basic guide prepared by 
Industrial Marketing to assist the marketing 
administrator. The article includes a thirteen- 
step program for planning a superior distrib- 
utor organization, acquiring aggressive dis- 
tributors, training distributor salesmen, im- 
proving principal-distributor communications, 
providing the right sales aids and sales promo- 
tion, and promoting the distributors to the 
field. Sawyer informally discusses each step 
in the program. 


Milk Vending—A Market-Wide Evaluation in 
Berkeley County, W. Va. James H. Clarke, 
Mardy Myers, and J. Scott Hunter. West 
Virginia Agriculture Experiment Station 
Bulletin 429, (Joint publication Agricul- 
tural Marketing Service, U.S.D.A.), June, 
1959, pp. 58. [J.K.s.] 


Sales of fluid milk through coin-operated 
vending machines averaged 1.5 per cent of 
total milk sales in the Berkeley County, West 
Virginia area during a 22-month test period. 
Machines were placed in plants, offices, schools, 
and outdoor locations. The proportion of em- 
ployees using milk in the plants and offices 
where milk vending machines were installed 
increased from 19 per cent before the installa- 
tion to 63 per cent after the installation. More 
than half of the milk sold through the vending 
machines in all locations appears to have been 
a net increase in total sales. 

Those using the milk vending machines 
preferred chocolate milk or drink to the other 
milk products vended. It may be concluded 
that if vending machines do not break in the 
first few months of operation, they are not apt 
to later on unless the number of potential 
patrons increases or other conditions surround- 
ing the vending change. 


Ownership Changes by Purchase and Merger 
in Selected Food Industries. Paul E. Nel- 
son, Jr., and Allen B. Paul, Marketing 
Research Report 369, Agricultural Mar- 
keting Service, U.S.D.A., October, 1959, 
pp. 24. [J. K.s.] 


This report reviews the shift in patterns of 
ownership in eight selected food industries for 
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the years 1952-1958. The larger-sized com- 
panies (those with 100 or more employees) 
accounted for 60 per cent of the 1,537 acquisi- 
tions reported. In contrast, only 12 per cent 
of the firms acquired had 100 or more em- 
ployees. 

Ten per cent of the acquisitions involved 
firms at a different functional level than the 
acquiring company, ten per cent were in a 
distinctly different industry, while 80 per cent 
were in the same industry at the same func- 
tional level. 

These data are detailed for each industry, 
and the methods of purchase or merger used 
to accomplish the acquisitions are described. 


The Market for Food in Schools. Kenneth E. 
Anderson and William S. Hoofnagle, Mar- 
keting Research Report No. 377, Agricul- 
tural Marketing Service, U.S.D.A., De- 
cember, 1959, pp. 63. [J.K.s.] 


During the period July, 1957 through June, 
1958, the total wholesale value of food, both 
purchased and donated, delivered to approxi- 
mately 60,000 public schools having a feeding 
service (either place or 4 la carte) amounted 
to $597 million or $28 per capita based on an 
average daily attendance of slightly over 21 
million pupils. 

Results of the study indicated that the 
school market is primarily a local one; and 
that the role of government is relatively small 
in supplying most commodities to the school 
outlet. About $505 million or 85 per cent of 
the total value of food used in schools was 
acquired through commercial channels at the 
local level. 

The most important single food item in 
schools was fluid whole milk, accounting for 
almost one-third of the school food dollar. 
One of the most popular items in the school 
lunch menu was ground beef, accounting for 
77 per cent of all beef deliveries to this outlet. 
Another important meat item was frank- 
furters, comprising 2 cents of each school food 
dollar. 

Fruits and vegetables in all forms ac- 
counted for slightly more than 15 cents of 
each school food dollar, Canned fruits and 
vegetables are particularly important in schoo] 
feeding programs, with over three-fourths of 
the purchases of these items being made in 
commercial channels from local merchants. 

About 18 per cent of the public schools with 
feeding service used vending machines to dis- 
pense certain beverages and foods such as milk, 
soft drinks, cookies, and candy during the sur- 
vey period. 


Drug Stores Retain Top Position in Veterinary 
Market. Dr. Paul C. Olsen, Drug Topics, 
April 25, 1960, p. 45. [p.R.] 


Drug stores last year retained their top 
position as leading outlets for veterinary 
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products. But they were nosed out by veteri- 
narians in the sale of three types of products 
—medicinals for livestock, for poultry, and for 
pets. 
What enabled the drug trade to come out 
ahead in total volume was its performance on 
insecticides and dips for livestock and poultry, 
and on veterinary instruments. 

Drug Topics’ annual survey shows that total 
volume by all outlets on animal health products 
in 1959 was $227,600,000—an increase of 4.8 
per cent over 1958. Drug stores and veteri- 
narians each accounted for 30 per cent of 
the total, with feed stores getting 15 per cent 
and hatcheries getting 12 per cent. The rest 
was divided among farm co-operatives, county 
agents, and others. 


Soap and Synthetic Detergents Sales in 1959. 
American Perfumer, March, 1960, p, 11. 
[D.R.] 


The annual sales census conducted by the 
Association of the American Soap & Glycerin 
Producers shows volume on soap and syn- 
thetic detergents up 4.4 per cent in pounds and 
5.1 per cent in dollars, compared with 1958. 

Leading the way were the liquid synthetic 
detergents, with a 31.4 per cent increase in 
pounds and a 25.9 per cent increase in dollars. 

The 62 manufacturers surveyed reported 
total sales of 4,269,877,000 pounds, valued at 
$1,093,450,000. Of this total, 1,066,440,000 
pounds represented soap. The remainder was 
divided between solid and liquid detergents. 


Food Stores Show Biggest Gain In Vitamin 
Sales. American Druggist, March 7, 1960, 
p. 31. [D.R.] 


Retail vitamin sales increased 0.6 per cent 
in 1959 over 1958, reaching a total of $379,- 
337,000, a survey by American Druggist shows. 

The biggest gain was one of 19.2 per cent 
by food stores, which now do 2.8 per cent of 
the total market. Drug stores suffered a loss 
of 0.1 per cent, but they still account for 
79.8 per cent of the total field, with door-to- 
door sellers in second place, with 9.3 per cent. 


Cosmetics Sales Set New Record. Drug and 
Cosmetic Industry, May, 1960, p. 604. 
[D.R.] 


Sales at retail of cosmetics and other toilet 
preparations (excluding toilet soaps) for 1959 
are estimated by the Toilet Goods Association 
at a new record high of $1,662,200,000—up 
approximately 9 per cent from the 1958 figure 
of $523,700,000. The increase was spread 
pretty generally throughout the list of toilet 
goods, according to the T.G.A., with spectacu- 
lar increases taking place in a few classifica- 
tions in which retail sales never have been 
very high. As an example, eye makeup sales 
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were up sharply, but this classification has 
never accounted for any substantial percent- 
age of the industry’s volume. 

Dentrifice sales increased slightly more than 
3 per cent, a more normal rate than that of 
the earlier spectacular years. Shaving cream 
sales were up nearly 5 per cent as the result 
of the sharp increase for aerosol products. 


Drug Trade’s Magazine Sales Rise 1.5%. 
American Druggist, April 18, 1960, pp. 
63-64. [D.R.] 


In a twist that proved to be something of 
a surprise to magazine publishers, the retail 
drug field showed a 1.5 per cent increase in 
magazine dollar volume last year, compared 
with 1958—while the supermarkets showed 
a decline of 0.5 per cent. 

On a per-store basis, the contrast was even 
more marked. American Druggist’s third an- 
nual study of magazine retailing reveals that 
the average drug store’s magazine business 
rose 1.4 per cent in 1959—while the average 
supermarket’s magazine volume dropped 3.9 
per cent. 


8. FINANCING 


Capital Budgets Swell. Chemical Week, March 
19, 1960, pp. 22-23. [J.K.M.] 


For all U.S. business, 1960 new-plant and 
equipment expenditures are now expected to 
be 14 per cent higher than last year, which 
would put this year’s outlays on a par with 
the ail-time peak attained in 1957. 

For makers of chemicals and allied products, 
actual capital expenditures were put at $318 
million this quarter, $358 million next quarter. 
These new figures, revealed by the U.S. De- 
partment of Commerce and the Securities and 
Exchange Commission, strongly reinforce 
earlier indications of increased spending this 
year. 

Last fall McGraw-Hill found industry 
leaders planning a 10 per cent rise in capital 
spending for 1960; for producers of chemicals 
and allied products, the planned increase was 
24 per cent. 

This show of business confidence is hearten- 
ing to economists who say that they can now 
safely predict that gross national product will 
rise about 6% per cent to $510 billion for the 
year as a whole. 


One Dollar Additional Capital Needed for Each 
Three Dollar Increase in Sales. Weekly 
Pharmacy Reports, May 23, 1960, pp. 1-3. 
[D.R.] 


According to Herman C. Nolen, president of 
McKesson & Robbins, the amount of capital 


needed to support an annual level of increased 
sales in a retail drug store is at the rate of 
1 to 3. That is, for each $3 increase in annual 
sales, $1 additional capital is needed to sup- 
port the expanded business operations. 

Mr. Nolen reported this to the recent con- 
vention of the Proprietary Assn. He related 
the need for increased drug siore capital to 
his prediction that the 1960s will witness big 
gains in total drug trade volume and in aver- 
age sales per drug store. 


Gold and Dollar Transfers in 1959. Federal 
Reserve Bulletin, March, 1960, pp. 257- 
262. [G.F.] 


The 1959 balance of payments deficit of $900 
million was the first annuai deficit since 1953. 
Large gains in imports of manufactured goods, 
raw materials, and steel resulted in an in- 
crease in foreign gold and dollar holdings. 
International institutions including the In- 
ternational Monetary Fund and the Inter- 
national Bank for Reconstruction and Develop- 
ment also increased holdings of U.S. gold and 
dollars. 

Interpretation of these Federal Reserve 
statistics shows that the U.S. need not panic 
in the fear that we have priced ourselves out 
of the world market. The U.S. trade position 
has not weakened as much as it has suffered 
from trade restrictions imposed by foreign 
countries seeking to export to this country. 
However, there are indications that our pro- 
ductive skills are no longer superior to those 
of other nations. 


The Impact of Credit Cards on Demand De- 
posit Utilization. Edward Marcus, The 
Southern Economic Journal, April, 1960, 
pp. 314-316 [S.c.H.] 


A brief note showing that credit card 
methods of payment can have a very slight, 
but definite inflationary effect. 


9. FORECASTING 


The “Ordinary” $125 Billion Market. Fortune, 
September, 1959, pp. 132-135 seq. [W.T.K.] 


The ninth of the Markets of the 1960s series, 
this installment examines the potential market 
for the necessities in the next decade. Ameri- 
cans are already spending 37 per cent of their 
incomes after taxes on food, clothing, alcohol, 
tobacco, and personal services. In 1959, the 
consumers spent about $70 billion for food, $28 


billion for clothes, $9.6 billion for alcoholic - 


beverages, $6.8 billion for tobacco products, 
and $10 billion for miscellaneous services. This 
market is due to rise from $125 billion to $175 
billion by 1970, even though the share of the 
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dollar garnered by these “ordinary” industries 
may fall to only 35 per cent of total disposable 
income in 1970. 

Although a small relative decline is pre- 
dicted, the enormous consumer outlay will 
afford a secure base of prosperity in the 1960s, 
Even in depressed times, demand for these 
items tends to be quite constant, thus giving a 
good bulwark against deflationary tendencies. 
However, if an even greater share of the con- 
sumer dollar is not to be lost to these ordinary 
categories, enterprisers must devise new ways 
of improving the products and enticing the 
public to buy them. Convenience foods with 
built-in maid service have shown how to do 
this in the food and drink category. People in 
clothing and services will have to merchandise 
cleverly to keep their share of the consumer 
dollar. Fortune cites some specific examples of 
the kinds of things that can be done (house- 
dress-type negligees, light-weight men’s win- 
ter suits, etc.) In short, Fortune foresees no 
decline in these basic necessity industries in 
the 1960s. 


Institutional and Structural Change, Stability 
of Output and Inflation. Eugene R. 
Schlesinger, The Southern Economic Re- 
view, April, 1960, pp. 291-299. [S.c.H.] 


This enalysis of the United States as an 
expanding economy discusses several ways in 
which market increases can alter fundamental 
economic relationships. Increases in the size 
of the market mean greater elasticities of 
demand and additional protection against cer- 
tain types of economic shock. A question arises 
whether increased output of services (tertiary 
production) is really an addition to social 
welfare, or a cost of increasing urbanization 
and industrialization. Given the present orien- 
tation of our economy, tendencies toward in- 
flation and output stability will probably 
persist. At the same time, hyper-optimism can 
lead to overcapacity in significant industrial 
segments. But consumptive capacity provides 
a major hedge against this. 


Sales Forecasting Methods and Their Place in 
Long Range Planning. J, Walter Ardner, 
N. A. A. Bulletin, August, 1958, pp. 73-83. 
[s.J.8.] 


The professional management emerging in 
our industry today leaves no room for decisions 
based on intuition, whims or guesswork. To 
ensure their companies’ success in the future, 
management is finding that it is necessary to 
devote more effort and energy to the area of 
management planning and to attempt to look 
into the future in terms of 5, 10, 15, and even 
20 years. At the heart of the program for 
determining the long-range goal is the long- 
range sales forcast, because sales will deter- 
mine the level of activity. 
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This study attempts to illustrate how the 
sales division (primarily the sales forecasting 
department) provides a ready-made team of 
experts to ferret out answers to problems in 
reaching the pre-planning goal. The first part 
of the study illustrates the techniques used by 
the sales forecasting department in its every- 
day approach to its problem; the second part, 
how the information, and the techniques de- 
veloped to gather it, can be used in manage- 
ment’s long-range planning program where 
problems of sales nature are involved. 


Plant and Equipment Lead Times. Thomas 
Mayer, The Journal of Business, April, 
1960, pp. 127-132. [s.c.H.] 


A survey of the periods required for the 
fulfillment of construction investment decisions 
shows considerable variation from case to case. 
On the average, construction started about 
seven months after starting to draw plans and 
six months after final decision to build. Con- 
struccion then took about fifteen months to 
complete. 


On the Appraisal of Cyclical Turning-Point 
Predictions. Arthur M. Okum, The Jour- 
nal of Business, April, 1960, pp. 101-120. 
[S.C.H. ] 


Leading indicators (i.e. time series that turn 
before general business conditions) should be 
rated on (1) their reliability of prediction, (2) 
the length of their lead and (3) the consistency 
of their lead. The author devises a rating 
scheme that attempts to give weight to these 
considerations and then finds that the most 
commonly used indicators (business failures, 
common-stock prices, new orders, length of 
work week, construction contracts) are poor 
predictors of peaks but do considerably better 
than naive models in forecasting troughs. 


The Uncommonly Sophisticated Common Pa- 
tient. E. B. Weiss, Drug and Cosmetic 
Industry, January, 1960, pp. 44-45, 110. 
[D.R.] 

By 1970, about 45 per cent of all families 
will have an income of over $7,500 after taxes; 
this in terms of the 1959 dollar. They will be 
the great market for drugs. These will be 
the families that will possess the lion’s share 
of the discretionary dollar. Practically all the 
members of these families will be graduates of 
secondary schools, and millions will be college 
graduates. The large majority of the children 
of these families will be college graduates, or 
destined for college. 

Here will reside the financial power and the 
sophisticated power of the nation. And here 
will be the birthplace of one sophisticated re- 
bellion after another, including rebellions 
against doctors, drugs and druggists. 
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Food You Will Be Seeing in the Future. 
Philip B. Dwoskin, Address before the 
45th Annual Farmer’s Week, Michigan 
State University, Agricultural Marketing 
Service, U.S.D.A., February, 1960, 10 pp. 
[J.K.S.] 

An estimation of the underlying basis trends 
which helped to shape food patterns of the 
past can be useful in anticipating future pat- 
terns. Some of the more important factors 
leading to the expectation for a continuation 
of the rapid growth that has occurred in the 
food industry during the postwar period are: 
(1) the high rate of population growth; (2) 
the high level of consumer income; (3) the 
trend toward more processed, low-calorie, con- 
venient-to-serve foods; and (4) the increasing 
number of women working. It is anticipated 
that more of the new products which will reach 
retail outlets in the next few years will trend 
toward greater concentration of product. It 
the fruit and vegetable field, sweet potato 
flakes and foam-mat dried powders appear to 
have the best chance for commercial success. 
A sterile whole milk concentrate is a likely 
possibility in the next year or so. 


Manufacturers’ Inventory Investment, 1947- 
1958: An Application of Acceleration 
Analysis. Paul G. Darling, The American 
Economic Review, December, 1959, pp. 
950-962. [S.C.H.] 

Darling devises and tests several regression 
equations based upon a Metzler-type aggrega- 
tive stock-flow or acceleration analysis of in- 
ventory investment. He finds that aggregative 
analysis of industrial inventories is feasible, 
probably because (a) the same forces tend to 
influence most manufacturers’ inventory in- 
vestment decisions, (b) available capital funds 
limit total investment, and (c) inventory de- 
cisions within the channel are interrelated— 
inventory reduction on the part of customers 
usually means accumulation for suppliers. In 
general inventory rises and falls in lagged 
association with sales. The equations give a 
better fit when target stock-sales ratios are 
assumed to fluctuate, rising when new orders 
fall short. The equations seem to have at 
least considerable short-run predictive ability. 


10. FOREIGN MARKETING 


Government Launches Drive to Expand Ex- 
ports. Chemical & Engineering News, 
May 9, 1960, pp. 19-20. [J.K.M.] 


The U.S. Department of Commerce recently 
outlined its plans for promoting sales of U.S. 
products abroad. First, the number of com- 
mercial officers at U.S. posts aboard is to be 
doubled from the present level of 120. The 
Commerce and State Departments are working 


together to develop training programs for 
foreign service officers assigned to commercial 
work. 

In January, 1961, trade centers are to be 
opened in London and Bangkok, where U.S. 
companies will have a chance to display their 
wares on a constantly changing basis. If they 
create interest, such displays will be used in 
other countries. 

Commerce also wants to hold clinics in this 
country to teach businessmen the techniques 
of foreign trade. 

In the export financing sectors, U.S. busi- 
nessmen will get two new services from the 
Export-Import Bank. The bank will protect 
the exporter against political risks on sales 
involving credit of not more than 180 days to 
the extent of 90 per cent of the invoice. On 
credit for not more than five years, exporters 
will have a choice of several plans: direct 
financing, insurance against political and com- 
mercial risks, or insurance against political 
risks only. 


Economic Policies in the Poor Countries. Simon 
Rottenberg, The Journal of Law and Eco- 
nomics, October, 1959, pp. 139-146. [S.c.H.] 


Official philosophy in many of the poorer 
(underdeveloped) countries of the world is 
directed towards industrialization as an ave- 
nue of wealth. Rottenberg uses Bauer and 
Yamey’s research to show that there is no 
necessary connection between the two condi- 
tions, since the U.S., Canada, New Zealand, 
and Sweden all have higher real incomes per 
capita than the United Kingdom and also have 
higher proportions of the population in agri- 
culture. Any attempt to upset the “natural” 
balance of occupations through subsidization, 
protective tariffs, etc. is likely to lead to reduc- 
tion, rather than an increase, in total output. 


Preliminary Report of the LA.A. Research 
Committee. Monroe Mendelsohn, Jnterna- 
tional Advertiser, June, 1960, p. 5. [0.P.A.] 

The International Advertising Association 
is conducting a continuing study of the 
amounts of money spent in various advertising 
media in individual countries throughout the 
free world. 

The ultimate goal of the study is to secure 
these data for every country of the free world 
and to show an analysis of media expenditures 
by major industry classifications. 

This article describes how the data are being 
collected and lists the countries for which in- 
formation is already available as well as those 
for which information is expected shortly. 


New Focus on International Cinema Advertis- 
ing: Kenneth A. Silver, International Ad- 
vertiser, June, 1960, pp. 10-11 [0.P.A.] 
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The author describes how and why the in- 
ternational theater screen is gaining increased 
recognition as a major and effective advertis- 
ing medium available in 140 markets. 

Theater advertising is no longer restricted 
to the showing of “spot” commercials. Thea- 
ters today are also running soft-sell short sub- 
jects and newsreels containing paid items such 
as scenes of store openings. Theaters are also 
being used for merchandising tie-ins such as 
giving out samples, distributing coupons, and 
displaying goods in the lobby in connection 
with commercials on the screen. 

The advantages of using theater advertis- 
ing are listed. The two main types of movie 
advertising (individual placements and pack- 
age plans) are also discussed, as are the in- 
creased availability of audience data and ac- 
curate attendance figures to guide media 
buyers. 


Languages Differ . . . People Don’t. Joseph V. 
Rintelen, International Advertiser, June, 
1960, pp. 14-15. [0.P.A.] 


In a plea for basic uniformity in a com- 
pany’s international advertising, Coca Cola 
Export Corporation’s vice president in charge 
of advertising shows that an advertiser can 
use the same themes successfully throughout 
many markets. 

This article supports the theory that there 
are more similarities than differences among 
the world’s peoples, even after taking into 
account such differences as language, culture, 
local prejudices, climate, and ethnic charac- 
teristics. 


Planning with Material Balances in Soviet- 
Type Economics. Montias, The 
American Economic Review, December, 
1959, pp. 963-985. [s.c.H.] 


Marketing theorists will be interested in this 
discussion of the problems of production and 
consumption planning under bureaucratic de- 
cision instead of market allocation. The Gos- 
plan (Planning Commission) prepares tenta- 
tive target figures for production based upon 
desired-ends and recognized productive limits. 
On the basis of these targets individual minis- 
tries and sub-units prepare statements of their 
requirements and expected output. Since the 
demands so expressed usually are inconsistent 
(industries will expect to use more or less of 
given items than their producers have planned 
to produce), several go-arounds are necessary 
to reconcile differences. Some planning short- 
cuts are available, but practicable input-output 
matrixes have not yet been developed. In prac- 
tice, all sorts of unforeseen factors cause plans 
to go awry. However, Soviet growth rates 
both cover, and perhaps justify, some of the 
inefficiencies of central planning. 
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Competition and Growth: The Lesson of West 
Germany. Egon Sohmen, The American 
Economic Review, December, 1959, pp. 
986-1003. [S.C.H.] 

The sensational growth in the West German 
economy is attributed in large measure to the 
stimulation of competition. Post-war decar- 
telization gets much of the credit for this, and 
the author feels that the German, and Jap- 
anese, post-war experience might serve as a 
model for the United States. On the other 
hand, present German tendencies towards re- 
laxation of antitrust measures bode ill for the 
future. 


The Soviet Fruit Industry. Dana G. Dalrymple, 
Department of Agricultural Economics, 
University of Connecticut, Storrs, Connec- 
ticut, 11 pp. [J.s.w.] 

Fruit production in Russia has lagged be- 
hind the countries of the Western World. Now 
serious efforts are being made to double the out- 
put of tree fruits and berries by 1965, and to 
quadruple the production of grapes by that 
date. Dalrymple feels these goals are achiev- 
able, but he doubts whether the marketing sys- 
tem of the country will be up to the job of 
handling the increased flow of these goods. 
The report contains considerabie statistical 
data about marketing in a country for which 
such information is difficult to ferret out. 


Soviet Competition in Western Markets: A 
Commodity Case and Its Implications. 
Richard J. Ward, The Journal of Indus- 
trial Economics, March, 1960, pp. 130- 
149. [S.C.H.] 

An examination of Soviet petroleum produc- 
tion and marketing to determine if recent 
Soviet exports to Western Europe are moti- 
vated mainly by political or by economic con- 
siderations. The size and characteristics of 
the Soviet producing, refining and transporting 
facilities suggest that Russia has a surplus 
over its immediate needs which it can dispose 
of profitably; and this, rather than a desire to 
disrupt markets or to win friends, accounts for 
current shipments. 


Monopoly-Oligopoly-Economic Development. 
Alfred P. Thorne, Cartel, April, 1960, pp. 
58-70. [S.C.H.] 

Concentration of the marketing structure 
for export crops, for transportation and stor- 
age services, and for imports, in relatively few 
hands is one of the problems of the under- 
developed countries of Latin America and the 
Caribbean. Some degree of oligopoly and 
oligopsony is unavoidable, and even desirable, 
since markets may be unable to support many 
firms and since rationalized distribution may 
increase revenue yields from exports. Never- 


theless, such concentration requires investiga- 
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tion and regulation, changes in underlying 
economic conditions, and even the development 
of some countervailing power. 


Cinderella Industry. Mary Tamplin, Cartel, 
April, 1960, pp. 40-42; 79-80. [s.c.H.| 

The British home furniture industry, de- 
scribed here, presents many parallels to its 
American counterpart. It is receiving a de- 
clining share of consumer expenditures, has 
developed little sense of brand identification, 
feels that it suffers from excessive retail mark- 
ups, and would like to accelerate styles obso- 
lescence. 


Canadian Chemical Tariffs Under Study. S. J. 
Cook, Chemical & Engineering News, May 
30, 1960, pp. 100-102. [J.K.M.]| 

A recent Canadian chemical industry survey, 
sponsored by the Minister of Finance, points 
out that no changes have been made in chemi- 
cal import tariffs since 1906, despite vast 
changes since then. 

Comparison of Canadian rates with those 
of other industrialized countries show that 
organic chemicals enter these countries at 
tariff rates substantially higher than the 
Canadian rates. 

Canadian chemical consumption has been 
rising at the rate of about 7 per cent a year. 
Heavy imports place Canada far behind other 
industrial countries in terms of self-sufficiency 
in these essential products. The relatively 
small domestic market prevents local producers 
from increasing volume and reducing unit 
costs to a level competitive with other large 
countries. Thus, Canadian exports are also 
hampered by these same high unit costs plus 
transportation costs. 

The industry is not suggesting a general 
increase in the level of tariff rates, which for 
most dutiable items are 15 per cent for Com- 
monwealth Nations and 20 per cent under 
“Most Favored Nation” schedules. The United 
States is in the latter group. Increases pro- 
posed would be mainly on synthetic organic 
chemicals, plastics, and on a limited group of 
other products. 


Not on Ice. The Economist, May 14, 1960, p. 
621 [F.M.] 

The “big four” in the British ice cream in- 
dustry— Walls, Lyons, Eldorado, and Neilsons 
—have traditionally accounted for more than 
half of total annual output of some 100 million 
gallons. With large size came conservatism in 
packages (bricks, tubs, bars, and lollies), fla- 
vors (vanilla, strawberry ané chocolate), high 
margins (25 to 50 per cent of retail price), 
and challenges from some 2,700 smaller manu- 
facturers who use off-beat flavors (chocolate 
peppermint, coconut milk, and pineapple) and 
Tonibell, a version of a Good Humor Man. It 


is pathetically silly economics to try to stop 
the progress of the small manufacturers by 
an Anti-Noise Bill which would ban the ice- 
cream wagons’ jingle, and thus imoblize that 
modern pied piper. 


World Trade in Adding Machines, Calculators, 
Cash Registers, 1953-1959. Charles F. 
Daoust and Angelina P, McEntee, Pusi- 
ness and Defense Services Administration, 
U.S. Department of Commerce, May, 1960, 
27 pp. [W.s.P.] 

While the United States continues to be the 
largest producer of these business machines, 
it has switched its position from the leading 
world supplier to being the principal market. 
The study points out that further declines 
seem likely in the years ahead. The twelve 
major producing countries are covered in some 
detail with supporting statistics for the time 
period studied. The discernible pattern in 
world developments and the future outlook is 
summarized. Short sections deal with the 
foreign countries separately. 


The Cross-Cultural Generality of Visual-Verbal 
Synthesthetic Tendencies. Charles E. Os- 
good, Behavorial Science, April, 1960, pp. 
146-169. [S.C.H.] 

Groups of Navajo Indian, Mexican-Spanish, 
Japanese, and Anglo subjects were asked to 
score some 28 verbal concepts (“Heavy, Good, 
Strong, Lazy’) in terms of 13 alternatives 
presented in the from of picture-pairs (thick- 
thin, hazy-clear, horizontal-vertical). A sur- 
prising degree of uniformity appeared; all 
groups pictured “heavy,” for example, as 
down, dark, thick, crooked, ete. The experi- 
ment possibly suggests, among other things, 
that meaningful symbols can be used in ad- 
vertisements addressed to many cultures. 


Britain’s Chemical Industry. Oil, Paint and 
Drug Reporter, May 30, 1960, pp. 3, 11, 
37. [D.R.] 

Britain’s chemical industry is stepping along 
at a record clip—and so are its chemical im- 
ports, This is by and large a pleasant state 
of affairs for the U.S. chemical industry which 
is the leading supplier of chemicals to the 
United Kingdom. Out of a total chemical 
import bill of $387.4 million last year, U.S. 
products accounted for $94.5 million, or nearly 
25 per cent. West Germany’s share, the next 
largest, was $57.2 million. 

Through the first quarter of 1960, United 
Kingdom chemical producers have been operat- 
ing ahead of rates a year ago when estimated 
total volume was on the order of $4 billion. 

This is directly reflected in import statistics, 
which show that Britain imported more than 
$36 million worth of chemicals from the United 
States in the first three months of this year— 
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nearly double first-quarter imports of 1959, 
and a good 25 per cent ahead of the peak 
fourth quarter of last year. United Kingdom 
imports as a whole were up 50 per cent to 
$127.2 million. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


The Draft Cartel Law. Hermann Schmidt, 
Cartel, January, 1960, pp. 5-9. [S.C.H.] 


An expert commission, established by the 
Swiss Federal Economic Department, has 
drawn up a draft for cartel legislation to be 
submitted to the Swiss Parliament. The pro- 
posed legislation aims at fostering “possible 
competition,” which is defined as the maximum 
freedom of the economic unit (firm) to pursue 
or renounce competitive strategies. Conse- 
quently, the draft legislation permits (and 
possibly even protects) cartels, but limits their 
degree of control over members, protects the 
member’s right of withdrawal, and restrains 
economic coercion of non-members by members. 


Uniform Federal Patent Policy Not Needed. 
Chemical & Engineering News, May 30, 
1960, p. 38. [J.K.M.] 

At present, there is no uniform policy cover- 
ing patent rights to inventions conceived under 
government research and development con- 
tracts. Some agen ‘es keep the title to pa- 
tents, while others give the patents to the 
industrial contractor, keeping only a royalty- 
free, nonexclusive license to use the invention 
for government purposes. 

As head of the Senate Subcommittee on 
Patents, Trademarks and Coyrights, Senator 
O’Mahoney is pressing for passage of two bills 
(8.3156 and 8.3550) which would require 
government agencies to take title to all patents 
arising from government-financed research, or 
at least all those deemed by the National 
Science Foundation to be in the public interest. 

Representatives of government agencies 
testified at the hearing on these bills that such 
a uniform policy is undesirable. In many 
cases, it would be unworkable and might be 
unfair to the industrial contractors. These 
representatives recommend that Congress ‘pass 
legislation setting forth broad general policies 
on patent problems. Using these policies as 
guides, agencies could decide in each case 
whether the public interest is better served by 
taking title to the patent or letting the con- 
tractor obtain the patent. 


Needed: More and Better CPI Statistics. Chem- 
ical Week. May 7, 1960, pp. 83-84. [J.K.M.] 
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Market researchers in the chemical process 
industries are increasingly concerned with dis- 
covering new sources of statistical data and 
improving traditional ones. With respect to 
government statistics, the Chemical Market 
Research Association recently polled its mem- 
bers in an effort to get both criticism and 
constructive suggestions. 

Some 90 government publications were 
named by CMRA members as sources of in- 
formation. Despite the obvious usefulness of 
federal statistics, however, over 50 per cent of 
respondents were dissatisfied with available 
data. Key reasons were lateness, insufficient 
detail and uncertain reliability. 


Many respondents listed items for which . 


they would like to see monthly production data, 
while others asked for broader coverage of 
existing classifications. Other modifications re- 
quested included: regional production, sales 
and consumption data, sources of data or ex- 
tent of industry coverage; capacity data; 
prices; inventory data; better identification of 
captive consumption. It was also suggested 
that all government statistics be co-ordinated 
by a single agency. 

CMRA has sent the results of its study to 
the Federal Statistics Users’ Conference for 
comment and review by appropriate govern- 
ment officials. Their reports, in turn, should 
help point up those areas in which improve- 
ments might be expected first. 


Minimizing the Local Personal Property Tax 
Bite. Retail Control, March, 1960, pp. 55- 
91. [S.C.H.] 

Three articles, by John Desmond, Frank J. 
Buescher and Frank Clawson, discuss the im- 
pact of local and state personal property and 
capital assets taxes. The first two articles 
complain of the inequities of the taxes and 
suggest that retailers should devote more at- 
tention to local politics. The third outlines a 
number of procedures to reduce tax liabilities 
on merchandise inventories, including proper 
scheduling of purchases, full notation of all 
shortages, depreciation and markdowns, segre- 
gating customers’ and vendors’ property from 
the store’s, and excluding goods in transit from 
the book inventories. 


The British Restrictive Trade Practices Act of 
1956. S. R. Dennison, The Journal of Law 
and Economics, October, 1959, pp. 64-83. 
[S.C.H.] 

The Act provided: (1) For registration of 
most collective price and trade practice agree- 
ments with an official Registrar. (2) The right 
of a Restrictive Practices Court to question 
and forbid such agreements found to be con- 
trary to public interest. (3) A presumption 
that any agreement called into question is 
contrary to public interest until the parties 
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concerned make an affirmative showing of bene- 
fit on one or more of seven fairly well-specified 
grounds. 

Dennison notes that only one of the rela- 
tively few cases decided to date (August, 1959) 
has upheld an agreement, that the Restrictive 
Practices Court has shown “thumping good 
common sense” in interpreting the law, that 
none of its decisions have been appealed, and 
that a very considerable number of agreements 
filed with the Registrar have been modified by 
the participants. Consequently he concludes 
that the basic framework of the Act is very 
good, indeed. 


Department Stores Must Fight to Save Federal 
Reserve Data. Retail Control, February, 
1960, pp. 7-22. [s.c.H.] 


The Federal Reserve Board has proposed 
elimination of its statistical series on depart- 
ment store sales, apparently largely on the 
grounds that department store sales are not 
representative of total retail sales in the areas 
concerned. A Bureau of the Census program 
that would, at best, omit many departmental 
breakdowns and local area reports has been 
proposed as a substitute. The article discusses 
the merits of the FRB series. 


Patents and Progress in Radio. S. G. Sturney, 
The Manchester School of Economic and 
Social Studies, January, 1960, pp. 19-36. 
[S.C.H. ] 

Patents may be viewed as devices to reward 
inventors (the ethical justification) or to 
encourage invention (the expediency justifica- 
tion). This review of technological progress 
in the radio-television industry concentrates 
upon the second justification and concludes 
that it does not rate too much merit. The 
major innovations were created by individual 
geniuses who tinkered in their private labora- 
tories and who often neglected to apply for 
patents. Patent protection, or some other mo- 
nopoly control, may have encouraged the com- 
mercial exploitation of these inventions. Evo- 
lutionary inventions were produced by research 
teams, and were usually designed to obtain 
immediate contracts, rather than patentable 
rights. (The monopsonistic and oligopsonistic 
aspects of the demands facing the British 
radio-television industry are ignored in this 
analysis). Occasionally someone else’s patents 
encouraged evolutionary invention (“the per- 
verse effect”) by forcing a would-be entrant 
to devise a new way of defeating an established 
firm’s monopoly protection. Minor improve- 
ments made by technicians were rarely worth 
patenting, since circumvention of such patents 
is relatively easy. 


The Unnatural Problem of Natural Gas. 
Richard Austin Smith, Fortune, Septem- 
ber, 1959, pp. 120-125 seq. [W.T.K.] 
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According to the author, a frightful mess 
has been developing in the natural gas indus- 
try. The producers, most of them large com- 
panies such as Phillips and Continental Oil, 
enjoy a strong demand for natural gas, and 
have been engaged in raising prices at will. 
The pipe line companies and the gas distribu- 
tion companies have been afraid to protest 
lest the entrenched producers retaliate. Mean- 
while, natural gas is very close to being priced 
out of many of its markets. Household con- 
sumers have felt the bite of continually rising 
rates for gas. 

The blame for this state of affairs is placed 
on the Federal Power Commission, whom the 
author accuses of being producer-oriented, and 
neglecting the consumer interest. The big pro- 
ducing companies tend to hold back supplies 
of natural gas from interstate commerce, pre- 
ferring to sell it intrastate to avoid such FPC 
regulation as exists. The latter is not much of 
a threat, since the FPC is hopelessly burdened 
with paper work (testimony and documents on 
one gas rate case runs from 10,000 to 20,000 
pages) and refuses to accept its clear legal 
mandate to regulate gas prices in the interest 
of the consumer. The solution: compel the 
FPC to accept its statutory regulatory power 
to control producer gas prices. 


The Restrictive Practices Court on Competition 
and Price Restriction. The Manchester 
School of Economic and Social Studies, 
January, 1960, pp. 1-18, [S.Cc.H.] 

A detailed review of the six major cases 
decided so far by the Restrictive Practices 
Court established by the 1956 British Act. 
The author feels that the Court has been some- 
what too prone to believe in the merits of un- 
restricted competition, has paid somewhat too 
little attention to long-run considerations, and, 
under the Act, is somewhat hindered from con- 
sidering purely economic considerations and 
evidence. 


Trademark Infringement in the Mattress In- 
dustry. S. A. Diamond, Advertising Age, 
May 16, 1960, pp. 106-108. [J.E.M.] 

Several trademark conflict cases have re- 
cently arisen in the mattress industry. Dia- 
mond reviews one of the more important cases 
to illustrate what can happen when a manu- 
facturer’s labels are similar to those of well- 
known advertised brands. 


What is the Legal Status of Combination 
Rates? M. J. Simon, Media/Scope, March, 
1960, pp. 87-89. [J.E.M.] 

This is a review of the current status of 
combination rates in the publishing field. After 
developing a careful commentary, Simon lists 
nine points that have been established. One 
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over-all statement summarizes the gist of the 
remarks: generally, combination rates are le- 
galiy acceptable if voluntary. 


Legal Problems in Advertising. Advertising 
Requirements, Part I, February, 1960, pp. 
23, 24; Part II, March, 1960, pp. 31-36; 
Part III, April, 1960, pp. 33-35; Part IV, 
May, 1960, pp. 31-34. [J.E.M.] 

This four-part article is a reproduction of 
a comprehensive legal manual prepared by a 
New York advertising agency for its own 
staff. The manual is a guide and is not a 
substitute for competent legal assistance. Such 
areas as the avoidance of false and misleading 
copy; the advertising of particular products; 
the use of names, likenesses, and testimonials; 
trademark and trade names; and contests are 
covered in the commentary. The final part of 
the article presents samples of the various re- 
lease forms used where invasion or right of 
privacy or property rights must be guarded 
against. 


12. HISTORY AND TRENDS 


A Michigan Lumbering Family. Ruth B. 
Bordin, The Business History Review, 
Spring, 1960, pp. 64-76. [S.c.H.] 

This report of the difficulties faced by G. O. 
Whittemore and his partners in carrying on 
lumbering operations from 1854 to 1866 in the 
primitive area that later became Tawas City, 
Michigan illustrates the problems created, in 
part, by inadequate marketing facilities. 
Transportation costs were high and sales ei- 
ther had to be conducted without buyer’s in- 
spection (and consequently, at a discount) or 
‘in unfavorable markets. Development of a 
lumbering industry in the area led to trans- 
port improvements and also provided enough 
raw material for full utilization of Whitte- 
more’s mill—an example of external economies 
of scale. 


American Capitalism: A Transformation? 
Robert V. Eagley, Business History Re- 
view, Winter, 1959, pp. 549-567. [S.c.H] 

An examination is made of the history of the 
Standard Oil Company (New Jersey) to test 
the hypothesis that American capitalism func- 
tions differently from the way it did at the 
turn of the century. Eagley notes the separa- 
tion of nominal ownership and management, 
as well as increased emphasis upon public re- 
lations, product improvement, complex rela- 
tions with government, and labor relations. 

The changes are attributed to a changing 

institutional framework rather than to a new 

“moral conversion.” 
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Packaging Experts Agree: Market Battle Stiff- 
ening For Film Makers. Chemical Week, 
April 16, 1960, pp. 116-118. [J.K.M.] 


In the billion dollar flexible-packaging-mate- 
rials-market, keenest competition at present is 
in overwrapping applications, particularly for 
foods, that can be done automatically. The 
key to success in the overwrapping business 
lies in films with high clarity and gloss, low 
cost, and reasonably good strength. 

Previously, cellophane dominated this mar- 
ket, but improved film-grade polyethylene res- 
ins now threaten to cut deepiy into traditional 
cellophane markets. Last year nearly 250 mil- 
lion pounds of polyethylene film went into 
packaging applications. Predictions are that 
this figure will rise to 300 million pounds this 
year and 400 millions by 1963. 

Polyethylene producers, long bothered by 
excess capacity, are working hard to deve op 
better resins to satisfy these potential high- 
volume markets. If current estimates of cello- 
phane and polyeythylene sales prove accurate, 
polyethylene could displace cellophane as the 
top-selling packaging film in the late 1960s. 


Census Offers Benchmark Figures On Fast- 
Moving Toiletries Market. F-D-C Reports, 
May 16, 1960, pp. 3-8. [D.R.] 

The 1958 Census of Manufacturers shows 
significant shifts in market trends in the cos- 
metic and toiletry fields-:-particularly on den- 
tifrices, home permanen's, aerosol wavesets, 
shampoos, face powdersj fragrance products, 
eye makeup, hormone cfgams, roll on deodor- 
ants, hair colorings, lip¢@:ks, shaving creams, 
and shaving lotions. 

The last previous cen 
1954. Comparing 1958 h 1954, with respect 
to manufacturers’ sales*@ollars, the biggest 
increases were shown b’s mascara and eye 
shadow (up 610 per cent), suntan products (up 
445 per cent), and mouthwashes (up 255 per 
cent). The biggest declines were registered by 
solid colognes (down 76.1 per cent), and cream 
deodorants (down 18.1 per cent). 


s was conducted in 


The Growth of the Firm—A Case Study: The 
Hercules Powder Company. Edith T. Pen- 
rose, The Business History Review, Spring, 
1960, pp. 1-23. [S.c.H.] 

This account of the growth of the Hercules 
Powder Company from an explosive manufac- 
turing portion of DuPont (split off by antitrust 
action in 1912) to a diversified chemicals man- 
ufacturer in 1956 is of considerable interest 
to marketing students because of its discussion 
of the interaction between the firm’s techno- 
logical and marketing bases. Precluded from 
expansion into finished goods production by its 
desire to retain its reputation as a non-com- 
petitor of its industrial customers, Hercules 
has constantly striven for a market position 


MARKETING ARTICLES IN REVIEW 


through detailed technical service to its out- 
lets. The intimate research contacts with its 
customers have provided the major indications 
of opportunities for growth in naval stores, 
agricultural chemicals, plastics, protective 
coatings, and paper-making supplies. 


Narcotic Drugs In The U. 8S. Journal of the 
American Pharmaceutical Association, 
February, 1960, p. 75. [D.R.] 


From 1951 to 1958, American drug manu- 
facturers imported and used a yearly average 
of 354,227 pounds of crude opium and 276,121 
pounds of medical coca leaves. The production 
of opium derivatives and cocaine from these 
raw materials and of synthetic narcotics made 
from other materials, as well as the principal 
uses of these several products, are tabulated. 

In order, starting with the biggest, the lead- 
ing narcotic drugs made in this country are 
codeine, pethidine (Demerol), medicinal opium, 
and papaverine. 

Out of a total of 1,527,026 ounces produced 
from 1951 to 1958, only 47,727 ounces were 
exported to other countries. 


Energy Outlook—Quick Climb, Steady Shift 
In Sources. Chemical Week, May 14, 1960, 
pp. 64-90. [J.K.M.] 

In 1958, 41.5 quadrillion B.T.U. of energy 
were consumed and by 2000, demands are ex- 
pected to climb to 107.1 quadrillion. All cur- 
rently used energy sources will be increasingly 
tapped, but in the next 15 to 20 years, at least, 
the burden of growth will be borne by oil and 
natural gas. Hydroelectric capacity will grad- 
ually lose some of its share of the total energy 
market. Coal will continue to hold its own. 
Some time after 1975, nuclear energy will 
make itself felt. After 1980 petroleum sources 
will start to diminish in relative importance 
until the year 2000, when nuclear energy and 


coal will together supply more than half the - 


energy consumed in the U.S. 

The growth figures are based on the assump- 
tion of a 3 per cent annual increase until 
1980, then a 1.5 per cent annual growth until 
2000. This is a critically weighted average of 
a group of recent authoritative estimates. 

There is general agreement, too, on the 
shifts in energy sources, although precise dates 


in the timetable are subject to considerable 
error. 


‘Welfare Marketing’ is Industry’s Next Fron- 
tier. H. G. Burger, Advertising Age, May 
9, 1960, pp. 95-98. [J.E.M.] 

Berger, after surveying briefly some of the 
recent literature by social scientists, outlines 
seven social trends that may not be transitory. 
He then offers a tactical marketing solution to 


each of them. His concept of “welfare market- 
ing” is quite thought-provoking. 


14. MARKETING 
MANAGEMENT 


Storm in a Coffee Cup, The Economist, March 
12, 1960, p, 1031 [F.M.] 

Some 80 new brands of instant coffee in the 
British market provide good case studies in 
competitive strategy within the industry: proc- 
essor versus private brand promotion (“Nestlé 
and Maxwell House are making customers pay 
for the rapidly growing advertising budgets 
designed to keep them’), pricing, and retail 
margins. The displacement of the old-fashioned 
coffee bean also indicates some of the market- 
ing implications of technological progress. 


Leadership Theory and Administrative Behav- 
ior: The Problem of Authority. Warren G. 
Bennis, Administrative Science Quarterly, 
December, 1959, pp. 259-301. [W.L.] 

The concept of authority is studied as the 
critical dimension through which various the- 
ories of organizational behavior are expressed. 
Three phases in leadership theory are identified 
and explored: 

1. Scientific management and bureaucracy: 
organizations without people. 

2. The human relations approach: people 
without organizations. 

3. The revisionists. 

Organizational leadership is reduced to five 
major issues: basis and functions of authority, 
sources of power, objectives vs. relationships, 
distance vs. closeness, and consensual valida- 
tion and decision making. An interesting table 
depicting the typology of organization is in- 
cluded. 


Palatable Prospect. Dana L. Thomas, Barron’s, 
April 25, 1960, pp. 3, 4, 16, 17, and 18. 
[F.M.] 

This is an analysis of structural changes 
that are occurring in the fast-growing frozen 
food business. It provides substantial and 
fascinating gossip on profits, product develop- 
ment, mergers, and marketing strategy of such 
well-known corporate celebrities as General 
Foods, Seabrook Farms, Minute Maid, Swift, 
Wilson, Armour, Morrell, Consolidated Foods, 
Lever Brothers, Libby McNeill & Libby, 
Stokely Van Camp, Campbell, Howard John- 
son, Montgomery Ward, and many others. 


How to Sell Sales Promotion to Management. 
S. Arnold, Advertising Requirements, June 
1960, pp. 25-28. [J.E.M.] 
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Sales promotion as a marketing tool has not 
received the attention it deserves. The same 
holds true for those engaged in performing 
the function. The tenor of the article concen- 
trates on the foregoing as the current problem 
of those engaged in sales promotion. To rem- 
edy the situation, Arnold states that three 
essentials seem necessary: (1) consciously de- 
velop and stimulate imagination; (2) improve 
ability to diagnose problems; (3) train your- 
self to think in the “management” way. 


How to Give Your Marketing a Longer Reach. 
R. A. Coplin, Industrial Marketing, March, 
1960, pp. 90-94. [J.e.M] 

Coplin states: “It is not enough for basic 
materials suppliers merely to assist customers 
in producing their products. The distribution 
and sale of customers’—and customers’—prod- 
ucts must also be of vital concern.” Industrial 
marketers in concerning themselves with cus- 
tomers’ selling problems are supplying them 
with complete marketing programs. A number 
of case histories are used to illustrate how the 
programs are designed and accepted. 


Sales Promotion Sells More Than Advertising. 
R. M. Graham, Advertising Requirements, 
June, 1960, pp. 33-36. [J.E.M.] 

A case history presentation is made by the 
field sales manager of a textile firm on the 
thesis that sales promotion is the single most 
important function in marketing. An interest- 
ing documentation is presented as proof. The 
article is provocative and should elicit com- 
ments by those within and without the field. 


What Lies Ahead for Premium Buyers? J. M. 
C. Tighe, Advertising Requirements, April, 
1960, pp. 37-42. [J.E.M.] 

A report is made of a study of 120 premium 
company sales executives. Eight future trends 
in the field are discussed. Of interest is a 
breakdown of those responsible for the pur- 
chasing of premiums. Sales promotion man- 
agers are becoming as important as premium 
buyers in making premium purchase decisions. 


How to Make the Marketing Concept Make 
Sense. G. F. McKenzie, Jndustrial Market- 
ing, March, 1960, pp. 55-59. [J.E.M.] 

A review is presented to indicate how large, 
successful companies developed the marketing 
concept. These companies basically utilize six 
broad areas of marketing activities: research, 
selling, sales promotion, advertising, merchan- 
dising, and public relations. Each area is dis- 
cussed and then its applicability to a smaller 
company explored, Of interest is a chart pre- 
senting facts possible from market, product, 
or motivation research and a notation of the 
operating departments that can use them. 
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Can Business Afford to Ignore Social Responsi- 
bilities? Keith Davis, California Manage- 
ment Review, Spring, 1960, pp. 70-76. 
[W.J.R.] 

Defining social responsibility as “. . . busi- 
nessmen’s decisions and actions taken for rea- 
sons at least partially beyond the firm’s direct 
economic or technical interest,” the author 
develops the concept that businessmen should 
accept that amount of social responsibility 
commensurate with their social power. Point- 
ing out that business in general lost a measure 
of power to government and unions because 
of “callous” attitudes, he underscores his argu- 
ment that “. . . avoidance of social responsi- 
bility leads to gradual erosion of social power.” 
Since businessmen typically apply three sepa- 
rate value systems—technical, economic, and 
human—to the decision matrix, it is not a 
question of whether or not noneconomic values 
will be considered, but how much. 


The Problem of Management Semantics. Col. 
Lyndall F. Urwick, California Manage- 
ment Review, Spring, 1960, pp. 77-83. 
[W.J.R.] 

To support a plea that interested organiza- 
tions nominate a “small group of some seven 
to nine qualified persons to issue an American 
Standard Glossary of Management Terms,” 
the author points to confusion surrounding 
such terms as administration, organization, 
staff, leadership, and principle. To dramatize 
this need, he culled from American books 
these meanings for management: “. . . a func- 
tion, a process, structures, a part in the organ- 
ization, an act, the development of persons, a 
philosophy, methods, principles, techniques, 
persons, knowledge, relations, a mental atti- 
tude, a collection of elements, an art, a science, 
a group of activities, a phase of an undertak- 
ing, a force, a group of people, an activity, 
and an organ,” and in one dialect usage in 
Great Britain, “manure.” 


Business Leadership and Social Responsibility. 
Gottlieb Duttweiler, Michigan State Uni- 
versity Paper #8, January, 1960, 24 pp. 
[F.M.] 

On January 14, 1960, Mr. Duttweiler, Presi- 
dent of the world-famous Migros Cooperatives 
in Switzerland, received the Michigan State 
University International Marketing Award 
“for imaginative daring in effecting a higher 
standard of living for peoples . . . through 
efficiencies and innovations in mass marketing 
management.” This bulletin is a reprint of 


Mr. Duttweiler’s breathtaking acceptance lec- 
ture. Those among us who are outspoken de- 
fenders of courageous capitalism will find in it 
inspiration galore. The booklet is recommended 
reading for Mr. Khrushchev as well. He might 
discover that capitalism is far from dead and 
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that its burial is therefore not quite yet justi- 
fied. And, if we follow Mr. Duttweiler’s leader- 
ship, it never will be. 


Iastitutionalized Planning for Social Change. 
Mary H. Lystad, Sociology and Social 
Research, January-February, 1960, pp. 
163-171. [W.J.R.] 

How to negotiate change is one of the con- 
tinuing challenges of a dynamic economy and 
marketing system. In this study of an organi- 
zation which plans for social change precip- 
itated by scientific findings in the field of social 
work, it was found that basic planning func- 
tions received less frequent attention than did 
the public relations efforts designed to over- 
come resistance to the proposed change. It 
was noted that professionals in the scientific 
field concerned were more in favor of the 
changes than those whose social roles are 
farther removed from the source of the changes 
and whose vested interests in the status quo 
are higher. 

This study also points out a cultural value 
of shared responsibility for change as opposed 
to specialized responsibility of professionals 
within the particular field. The author sug- 
gests that “the extent to which the scientist is 
allowed a role in change emanating from his 
field of scientific knowledge and the extent to 
which the professional formulation of change 
is implemented, modified or impeded by other 
groups, deserve more careful research .. .” 


New Concepts of Information for Management 
Decisions—in Marketing. Wroe Alderson, 
N.A.A. Bulletin, August, 1959, pp. 11-18. 
[s.J.S.] 

The newer concepts of information for deci- 
sion-making in marketing start with an investi- 
gation of the business firm as an input-output 
system. In marketing, staff analysts can un- 
derstand their own function in terms of inputs 
and outputs of information, The outputs can 
be classified functionally as designed for con- 
trol, problem solving, and planning. 

The new discipline of systematic market 
planning, in conjunction with the mechanical 
aids of electronic data processing, tends to 
endow a business with imagination, memory, 
and reason. 


The Dilemma of the Corporation Man. J. Irwin 
Miller, Fortune, August, 1959, pp. 102-103 
seq. [W.T.K.] 

Does the person who works for a large cor- 
poration have to lose his individualism and 
become a slave to conformity? Mr. Miller, who 
is Chairman of the Board, Cummins Engine 
Company, says that the danger is very real; 
there are strong forces within the organization 
that tend to mold personnel into a set pattern. 


97 


However, the author claims that the threat 
may be successfully opposed, and he gives some 
very important rules as to how one may keep 
his individualism. 

The first suggestion is that the executive 
must neither embrace the organization un- 
critically nor despise it categorically. By un- 
derstanding it, the organization man may look 
at it objectively. Objectivity, however, does 
not mean that the executive must extinguish 
his feelings: anger, love, hate, and other 
human emotions must be preserved at all costs. 

Finally, he must cultivate courage in deal- 
ing with the corporation. This is essentially 
bravery: to be willing to stand up for what he 
thinks is right even at the risk of loss of status 
and job. 

If this is old copy book stuff, we all vitally 
need to be reminded of it from time to time. 
Mr. Miller does so with a strong, facile pen. 


Making the Marketing Concept Work. Arthur 
P. Felton, Harvard Business Review, July- 
August, 1959, pp. 55-65. [J.M.R.] 

This article discusses some of the mistakes 
made by companies attempting to employ in- 
tegrated marketing and outlines steps to avoid 
these mistakes. The principal pitfalls are in- 
experienced executives (either unacquainted 
with marketing complexities or with too spe- 
cialized a marketing background) and incom- 
plete integration (personality clashes, one-man 
domination, or “misdiversification” may con- 
tribute). To prevent these conditions, the au- 
thor suggests the need for a proper state of 
mind, a proper organization, a proper balance 
of professional talent, and adequate high-level 
controls. Defining the “proper” may prove a 
formidable task, however. 


15. MARKETING 
EDUCATION 


Education and Training in Advertising. Francis 
Elvinger, The International Chamber of 
Commerce, 1959, 92 pp. [0.P.A.] 

This report is the result of two inquiries 
conducted by the International Chamber of 
Commerce’s Commission on Advertising among 
the National Committees of the Chamber in 13 
countries. The object of the surveys is to learn 
what is being done in these countries to insure 
professional training in advertising. 

The author, president of a French advertis- 
ing agency and a professor at the University 
of Louvain in Belgium, gives a broad summary 
of the advertising education available, lists 
some of the schools which teach advertising, 
and describes the curriculum. Differences in 
the educational systems of various countries 


ps 

4 

| 

at 

if 


A 


are highlighted. The contrast between the 
place of advertising education in general edu- 
cation and in specialized education is covered 
in some detail. 

Another part of the report considers the 
importance and value of practical training in 
advertising with a description of how this 
training is given in various countries. 


16. MERCHANDISING 


Accounting for a Travel Promotion. William 
. Bowen, N. A. A. Bulletin, January, 
1958, pp. 89-93. [s.J.s.] 

A travel promotion is basically like any other 
contest, with a trip as the prize to be won. 
For this reason, it is of primary importance 
to determine why the contest is to be run and 
how much merchandise it is hoped will be sold 
as a result. The contest is then established 
and tied very closely with the budget for funds 
to be spent on the promotion. After the travel 
promotion has been budgeted it becomes the 
accountant’s important function to report prog- 
ress of sales stimulated by it. 

After the promotion is over, it is common 
for the sales promotion department to forget 
it and start work on the next idea. But the 
accountant must tell management how much 
merchandise was sold as a result of the promo- 
tion, as well as, if possible, how much these 
increased sales cost per unit. 


Chain Drug Store Survey. A. C. Nielson Com- 
pany, 1959. [M.M.s.] 

A nationwide survey conducted among chain 
drug stores in the United States by A. C. 
Nielsen Company reports that: 

1. 34 per cent of all chain drug stores today 

were opened after 1948. 

2. 61 per cent of the chain drug stores 
opened in 1957 were self-service com- 
pared to 17 per cent in 1949. 

3. Today 20 per cent of all chain drug stores 
are in planned shopping centers, 

4. 50 per cent of all drug stores operated 
by chain organizations with less than 10 
stores have annual sales of between 
$100,000 and $250,000. 

5. Chain drug store sales have increased 
49 per cent since 1948. 


Analysis of Retail Display Methods for Mayon- 
naise and Salad Dressing. Nick Havas and 
Hugh M. Smith, Marketing Research Re- 
port 382, Agricultural Marketing Service, 
U.S.D.A., February, 1960, 15 pp. [J.K.s.] 

Results of a 16-week controlled experiment 
in 12 large supermarkets indicate that the 
lower four shelves are more desirable for dis- 
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play than the use of the top shelf along with 
other shelves. Sales of a selected brand were 
significantly greater when a!l container sizes 
were displayed together than when mixed with 
other brands. Of the three upper shelves, the 
top shelve was least effective saleswise, the 
next shelf down improved sales and the third 
(or center) shelf down was most effective. 
The ratio of sales, in dollars realized, compared 
to the area of display occupied is also shown 
in the report for each product category and 
container size. 


Uniform Methods for the Collection and Pres- 
entation of Basic Customer Shopping Pat- 
tern Data. Hugh M. Smith, AMS 367, 
Agricultural Marketing Service, U.S.D.A., 
February, 1960, 12 pp. [J.K.s.] 

Illustrates methods of collecting data relat- 
ing to customer shopping and purchasing hab- 
its in retail food stores. Data collected on the 
proportion of customers passing and purchas- 

ing at specific display locations serve as a 

basis for improving merchandising and store 

layout. 


Effects of Coupons and Special Offers on Sales 
of Butter, Margarine, Shortening, Salad 
and Cooking Oils. Lynn H. Stockman and 
Wendell E. Clement, MRR No. 356, Agri- 
cultural Marketing Service, U.S.D.A., 
August, 1959, p. 23. [J.K.s.] 

The study is based on consumer purchase 
data for a period of two years from a panel 
of 555 families in the Chicago area. “Deals” 
were more pronounced in the case of shortening 
than for the other products; for butter, “deals” 
were almost nonexistent. Few of the families 
who reported consumer deals used them on a 
regular or consistent basis. Families most 
likely to avail themselves of deals were: white, 
large size, upper income, young homemaker, 
and of high educational level. 

The primary effect of “deals” and “special 
offers” was to influence some consumers tempo- 
rarily to switch brands. 


Convenience Items Key to Added Profits. Food 
Field Reporter, March 14, 1960, pp. 1, 6, 
10. [J.s.w.] 

More and more products are being marketed 
in the United States with convenience for the 
consumer built in. This study is an analysis 
of some of the trends in the field, as well as 
into the costs to consumers of such built-in 
convenience. For the products surveyed, it was 
found the average price differential for con- 
venience items was 51.2 per cent higher than 
for regular items. It is stated that the manu- 
facturer is missing an important potential 
sales-volume producer if he fails to seek ways 
to build service into his product line. 
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Double Identity. Modern Packaging, March, 
1960, pp. 152, 153. [J.E.M.] 

A report on a re-design program for 121 
independent dairies organized as an association 
is presented. The case is an interesting ex- 
ample of visual design integration applied for 
identification purposes to the promotion and 
packaging for all the dairies. 


Canned Apparel: Will It Take? Modern Pack- 
aging, March, 1960, pp. 156-158. [J.E.m.] 


Textile products have not been too successful 
as packaged products. Canned apparel is an 
innovation. The packages are formed so that 
panties, bras, and similar items can be stocked 
on supermarket shelves the same as groceries. 
In the tests that have been made, the paper 
canisters have been a success from the sales 
viewpoint. 


How Doctors Feel about Displaying Over-the- 
Counter Drugs. Weekly Pharmacy Re- 
ports, February 22, 1960, pp. 1-2. [D.R.] 

About half of all doctors have no objection 
to counter displays in pharmacies showing 
“ethical” drug products which are available 
without prescription, according to the results 
of the survey of 1,000 doctors, reported by the 
American College of Apothecaries. “Ethical” 
products are those which are not generally 
advertised to the public, even though available 
without a prescription. 

Moreover, 69 per cent of the doctors said 
they had no objection to drug store displays of 
proprietary drug products—those which are 
advertised to the public. 

When asked, “What should a pharmacist do 
if a patron comes in and asks for a cough 
remedy?,” 77 per cent of the doctors suggested 
that the pharmacist sell a product which he 
feels is a good one, and that he recommend 
that the customer see a doctor if no relief is 
immediately forthcoming. Another 9 per cent 
suggested that the pharmacist allow the custo- 
mer to buy any product which is nationally 
advertised. Only 14 per cent said that the 
pharmacist should refuse to sell the customer 
any product at all. 


Chains to Reevaluate Space Requirements. 
Chain Store Age, Grocery Executives Edi- 
tion, April, 1960, pp. 54-57, 106. [J.s.w.] 

The canned fish and meat lines are scru- 

tinized in six different food chain operations. 
Canned fish sales have increased 34.7 per cent 
in the last ten years, while canned meat dollar 
volume has declined 23 per cent in the same 
period. The article contains a down-to-earth 
discussion of the developments taking place 
in the merchandising of these lines. All of the 
fascination of self-service merchandising is 
to be found in the selling of these rather 
prosaic products. 


Packer Branded Meat Programs Are Spread- 
ing. Progressive Grocer. November, 1959, 
pp. 67-71, [J.s.w.] 

Until recently fresh meat cuts were sold 
sans brand. Packers and their products were 
tied together only in the case of bacon, ham, 
and similar products. This article, the second 
annual feature run by Progressive Grocer on 
developments in branding of fresh meats, ex- 
plains the program of Armour and Company. 
This company has developed an insert pro- 
gram which tells the consumer that the fresh 
meat she is buying was processed by Armour 
and Company. Nearly 500 organizations are 
already participating in the program. Three 
case histories which explain the details from 
the retail store operator’s point of view are 
given. The trend will be interesting to follow. 


Top Promotions Voted by U. S. Retailers. Food 
Topics, November, 1959, pp. 64, 66, 68, 
69, 72, 74, 75, 82. [J.s.w.] 

Manufacturers of products marketed in 
American food stores are relying more and 
more on various forms of promotions to move 
their goods. In the period running from July 
1, 1958 through June 30, 1959 there were some 
18,000 of these promotions. This article re- 
ports on retailer evaluations of these promo- 
tions. National awards are announced for the 
best promotions in the following fields: new 
product introductions, deals, coupons, pre- 
miums, contests, menus, displays, consumer 
and trade advertising. Retailer opinions on 
the top 100 promotions are also included. All 
in all, a great deal can be learned about 
present-day merchandising by anyone studying 
this report. 


17. PRICING AND PRICE 
POLICIES 


How Manufacturer Pricing Methods are 
Adopted to Retail Use. David J. Rachman, 
Journal of Retailing, Spring, 1960, pp. 
7-10. [S.C.H.] 


George Katona’s Continuing Study of Con- 
sumer Purchasing Intentions and the N.I.C.B.’s 
more recent quarterly survey under News- 
week’s sponsorship suggest important possibili- 
ties for practical retail price research. Con- 
sumer Preference Clinics, which have worked 
out very well at the J. L. Hudson Company 
seem even more promising. Controlled experi- 
mentation and in-store research are also con- 
sidered in this article. 


Why Corporations Find It Necessary to Ad- 
minister Prices. 
Challenge, 
[W.L.] 


Robert F. Lanzillotti, 


January, 1960, pp. 45-49. 
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Two main factors explain why manage- 
ments think in terms of relatively long-range 
inflexible prices: (1) Characteristics of the 
firm (price leader, few large producers, large 
capital requirement, brand control, etc.) (2) 
Nature of product, production customer pref- 
erence, internal management and public pres- 
sures, etc. 

Big corporations are interested in and have 
the economic power to make administrative 
decisions that will fully utilize or underutilize 
industrial capacity as necessary to meet profit 
objectives. It would be more accurate to speak 
of administered profits rather-than adminis- 
tered prices. 


Price Spreads of Food Products. Cartel, April, 
1960, pp. 54-57; 67-70, [S.Cc.H.] 

A digest of a report of the Canadian Royal 
Commission on Price Spreads of Food Prod- 
ucts which concluded that service competition 
was replacing price competition, and that 
probably some limits should be placed upon 
further concentration in the food industry. 


Direct Costs are Better for Pricing. Wilmer 
Wright, N. A. A. Bulletin, April, 1960, 
pp. 17-27. [s.J.s.] 

Determination of cost for pricing purposes, 
once considered a weakness of direct costing, 
have become, in the minds of many, an area 
of strength. The author of this article portrays 
the uncomplicated manner in which direct 
costing data can be used for making long- 
range and day-to-day pricing decisions, 

Acknowledging the need for securing gen- 
eral understanding of its potential for this 
purpose, he sees a real opportunity for ac- 
countants who take the lead in promoting this 
approach. 


Peak-Load Pricing. M. Boiteaux, The Journal 
of Business, April, 1960, pp. 157-179. 
[S.C.H.] 

Translation of a French article providing 

a theoretical justification for peak-load pric- 

ing (i.e. offering off-peak discounts). 


Prices of Faleon and Corvair Cars in Chicago 
and Selected Cities. Allen F. Jung,. The 
Journal of Business, April, 1960, pp. 121- 
126, [S.C.H.] 

Shopping surveys, similar to ones the author 
has conducted in the past, were held among 
Corvair and Falcon dealers in Chicago in 
November, December, and January, 1959-60. 
The dealers offered successively lower prices 
each month and by January were offering 10 
per cent off list. Discounts available in De- 
cember from San Francisco and Denver dealers 
did not match Chicago allowances, indicating 
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a less competitive situation in the Western 
cities. Appliance discounts were also found 
to be smaller in the two cities than in Chicago. 


The Economics of Tie-In Sales. M. L. Burstein, 
The Review of Economics and Statistics, 
February, 1960, pp. 68-73. [S.C.H.] 

A formal model to show how a tie-in sale 
can affect the seller’s return differently than 
a simple increase in the price of the base prod- 
uct would, by imposing an “all or nothing” 
choice upon the purchaser. Tie-in sales may 
serve as an excellent device for price dis- 
crimination if different purchasers use differ- 
ent relative quantities of the tied-in product. 


Regional Price Differentials. Betty Bock, Con- 
ference Board Business Record, November, 
1959, pp. 521-525 [J.M.R.| 

This article sheds light on the question: 
How free is a seller to charge different prices 
in different geographic areas where competi- 
tive conditions differ? 

After reviewing a number of key cases, the 
author concludes that “the greater the extent 
to which a seller’s regional price reduction 
cuts below competitor’s prices, fails to cover 
the seller’s costs, reflects his dominance in 
other areas, and seems designed to drive local 
competitors out of business—the more likely 
it is to result in ‘injury to competition.’” On 
the other hand, where the seller’s regional 
price cut is necessary to prevent loss of busi- 
ness, the more justifiable it is under the 
Robinson-Patman Act. Where a seller is in- 
vading a new geographical market or is seek- 
ing to expand a modest market share through 
regional price cuts, the effect of his pricing on 
local competitors and his degree of dominance 
in other markets seem paramount. 


Inflation and the Price Mechanism. Harold 
Wolozin, The Journal of Political Econ- 
omy, October, 1959, pp. 463-475. [L.L.H.] 

Data are presented which suggest that 
creeping inflation has not impaired the alloca- 
tive function of the price mechanism. The 
critical issue concerns whether or not the 
inflation of the past decade has lessened the 
response of relative prices to shifts in demand 
and supply. A Bureau of Labor Statistics 
study indicates sustained price sensitivity. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


Management versus the Failure of Commer- 
cial Research. Theodore Levitt, Advanced 
Management, October, 1959, pp. 12-16. 
[J.M.R.] 


MARKETING ARTICLES IN REVIEW 


Here is a sharp two-edged criticism of both 
corporate line and corporate staff in their 
appraisal of commercial research. Corporate 
market researchers tend to be technicians 
rather than experts—“slaves of data rather 
than their masters,” precluding “suggestions 
and ideas that are not directly or easily meas- 
urable or statistically verifiable.” On the other 
hand, line management is increasingly insist- 
ing on “tell-us-what-to-do type of informa- 
tion.” With research supplying and manage- 
ment acting on the commonplace and the 
innocuous, “it is hardly surprising that so 
many companies seldom ever get off dead 
center.” 

What is required of the commercial re- 
searcher is imaginative expertness. This ex- 
pertness begins where the verifiable ends. The 
difference between the expert researcher and 
the tycoon is that the former has a solid foun- 
dation may not be demonstrable. 

This is required reading for all marketing 
research people. It is controversial; it is 
also one of those rare articles in which every 
sentence is thought-provoking. 


A Contribution to a History of the Placebo 
Effect. Arthur K. Shapiro, Behavioral Sci- 
ence, April, 1960, pp. 109-135, [s.c.H.] 

Marketing researchers may be interested in 
the fairly obvious lessons on the possibilities 
of interviewer influence and on the need for 
eareful research controls suggested by this 
article. Shapiro points out both the amazing 
curative powers of placebos (i.e., innocuous 
or unrelated substances administered as medi- 
cines under appropriate circumstances) and 
the tardiness of medical and psychiatric re- 
searchers in recognizing the placebo effect. 


The Impact of Computers in Psychological Re- 
search. Behavioral Science, April, 1960, 
pp. 170-187. [S.c.H.] 


This symposium, organized to evaluate what 
computers have done in psychological research, 
actually concentrated upon what they could 
do. Problems and gains in using computers 
as teaching devices and for diagnosis were 
explored, Charles F. Wrigley comes close to 
a position taken by many marketing analysts 
in arguing (Theory Construction or Fact- 
Finding a Computer Age?) that computers 
will permit many scientists to ignore theory 
construction and proceed directly to predic- 
tion based upon observed multi-variable rela- 
tionships. 


Candle Industry Survey. Chemical & Rubber 
Industry Report, Vol. 6, No. 12, Dept. of 
Commerce Business & Defense Services 
Administration, Washington, D.C. [M.M.s.] 


These statistics were derived from a recent 
survival item survey undertaken by the Busi- 


ness and Defense Services Administration for 
the Office of Civil and Defense Mobilization 
to determine availability of essentials for 
maintenance of life in event of an attack on 
the United States. 

Candles today are usually made of paraffin 
wax mixed with stearic acid for stiffening, and 
including additives to raise the melting point, 
such as palmitic acid, hydrogenated oils and 
fats, beeswax, candelilla wax, carnauba wax, 
acrawax, ceresin, chinese wax, montan wax, 
ozokerite, spermaceti, ouricury wax, and opal 
wax (hydrogenated castor oil). 

All the candles manufactured in the United 
States in 1957 would burn a total of an esti- 
mated 7.58 billion hours, or would furnish can- 
dle light in one room of all U. S. residential 
housing units for 137 hours. 


Measuring Weekly Changes in the Wholesale 
and Retail Movement of Apples. Peter L. 
Henderson and Sidney E, Brown, Mar- 
keting Research Report 351, Agricultural 
Marketing Service, U.S.D.A., September, 
1959, p. 57. [J.K.s.] 

The audit and observation methods used 
in this study for collecting apple sales data 
in large retail stores were found to be about 
equal in accuracy; however, the estimated cost 
of the observation method was almost twice 
as much as the audit method. At retail, fluc- 
tuations or changes in estimated weekly sales 
in small stores generally followed the same 
pattern as the fluctuations in large stores; 
this relationship was close enough to use 
sales in large stores as an index of total 
movement for reporting changes in retail 
apple sales. It was also found that data on 
the volume of apples received by large stores 
accurately reflect sales and this would not 
only be a less costly method of estimating 
movement but would result in more timely 
reporting to the trade. 

Supplemental information was obtained in 
this study from apple shippers in major com- 
mercial producing areas and buyers in the 
Philadelphia market concerning factors they 
considered in making marketing decisions and 
the information used to evaluate factors con- 
sidered. For example, the majority of apple 
handlers interviewed indicated that their pri- 
mary considerations were the supplies of 
apples to be marketed and the rate and prices 
at which apples were currently moving into 
consumption. 


Competitive Intelligence: Information, Espion- 
age, and Decision-Making. The Executive, 
September, 1959, pp. 3-6. [J.M.R.] 

The article sets forth a program for de- 
termining competitive information needs and 
organization for gathering it, together with 
the necessity for analyzing, interpreting, and 
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deciding how to use competitive intelligence. 

Normal methods of collecting information 
are outlined, and there is a very interesting 
discussion of certain methods of dubious ethi- 
cal or moral character. 

This is a review of a report for business- 
men prepared by students at the Harvard 
Business School who believe that competitive 
intelligence should play a significant role in 
the decision-making process provided it does 
not stifle internal creativeness. 


The Demand for Refrigerators: A Statistical 
Study. H. Laurence Miller, Jr., The Re- 
view of Economics and Statistics, May, 
1960. [G.F.] 


Aside from its substantive findings which 
may be of help to economists employed by 
appliance manufacturers, this article shows 
one way in which time series and cross sec- 
tion data may be combined for the purpose of 
forecasting aggregate demand for a variety 
of commodities. 


The Model in Theory Construction. Roy Lach- 
man, Psychological Review, March, 1960, 
pp. 113-129. [G.F.] 


The plan of this paper is to examine func- 
tions of models as: 1) modes of representa- 
tion, 2) rules of inference, 3) an interpretation 
of theory, 4) pictorial visualization. Several 
models can serve the same class of events and 
conversely a single model can function in 
behalf of independent classes of phenomena. 

Operations researchers, marketing econo- 
mists, and others concerned with theory build- 
ing would find mutual benefit if papers such 
as this could be circulated on an interdisci- 
plinary basis. 


Psychology and the Invisible Sell. Richard P. 
Barthol and Michael J. Goldstein, Califor- 
nia Management Review, Winter, 1959, 
Pp. 29-35. [L.L.H.] 


Subliminal advertising is evaluated in the 
light of psychological research findings, It 
is concluded that subliminal stimulation is, 
at best, very weak, and that fear of ethical 
and political manipulation is unwarranted. 


19. RETAILING 


Customer Traffic’s Effect on Super’s Sales 
Studied. Food Topics, June 10, 1960, pp. 
6-8, 10, 12. [J.s.w.] 


This article summarizes a United States 
Department of Agriculture study of customer 
traffic patterns in supermarkets. Over a 10- 
month period traffic flow in 13 supermarkets 
over 3,200 consumers were 


was analyzed; 
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studied as they wended their ways through 
the stores. It was found that “power items” 
—high-traffic demand items—must be dispersed 
throughout the entire store if store-wide traffic 
is a goal. Cross aisles tend to discourage cus- 
tomers from getting into every nook and 
cranny of the store, for the shopper can neg- 
lect various areas by their use. Patterns of 
preferences of the same commodities are 
affected by: (1) location in the store; (2) 
customer income; (3) size of the display; 
(4) eating habits; (5) seasonal factors; (6) 
total number of items offered; and (7) com- 
petition. 


How the “Super-Stations” Are Going. National 
Petroleum News, May, 1960, pp. 92-94. 
[G.c.s.] 


A preliminary evaluation of experimental 
consolidation of gasoline service station dis- 
tribution does not indicate an unqualified suc- 
cess. Standard Oil Company (Ind.) replaced 
nine stations in Vincennes, Indiana, and three 
in Fairfield, Iowa, with one company-operated 
“super-station” in each town. Local Standard 
customers criticize the new stations because 
of the formalized, less flexible policies in- 
stituted. This, plus the station locations at 
busy highway intersections, has resulted in 
relatively heavy transient trade and loss of 
local patronage. Other station operators view 
the new company-operated stations as “big 
business,” and are more aggressive in their 
competitive strategies. 


Share of the Market As a Yardstick for Long 
Range Planning. Perry Myers, Retail Con- 
trol, December, 1959, pp. 7-16. [S.C.H.] 


Myers recommends that department store 
operators evaluate their operations by com- 
parison with the Census sales volume reports 
for the “G.A.F.” group (general, apparel and 
furniture, home furnishings) of stores in addi- 
tion to, or in place of, the Federal Reserve 
Board reports on department store sales. 
Specialty store sales, which are part of the 
relevant market, are included only in the 
G.A.F. figure. 


Punch Card Accounting in a Smaller Store. 
Mortimer Goldsmith and Evelyn H. Slemp, 
Retail Control. February, 1960, pp. 23-37. 
[S.C.H.] 


Levy Brothers, a Louisville, Kentucky or- 
ganization operating two apparel stores that 
employ about 250 people, has found punched 
card accounting an efficient means of handling 
sales audit, salesclerks’ commission record, de- 
partmental discount analysis, purchase distri- 
bution reports, expense distribution reports, 
accounts payable, payroll and merchandise 
control. 
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MARKETING ARTICLES IN REVIEW 


A Common Sense Approach to Increased Re- 
tail Profit. George C, Engel, Journal of 
Retailing, Spring, 1960, pp. 27-35. [S.c.H.] 


A number of enlightening analyses can be 
conducted if figures are collected on depart- 
ment or store traffic in addition to the usual 
retailing statistics. The best ratio, here called 
Traffic Productivity Ratio, concerns the rela- 
tionship of the number of units sold to the 
number of people entering the department. 
Transactions, walk-outs and units per cus- 
tomer can also be examined to ascertain appro- 
priateness of merchandise selections, correct 
size of staff, and other significant retailing 
variables. 


Competing Retail Systems: The Shopping Cen- 
ter and the Central Business District. Paul 
E. Smith and Eugene J. Kelley, Journal 
of Retailing, Spring, 1960, pp. 11-18. 
[S.C.H.] 


The planned shopping center has an enor- 
mous advantage over the downtown shopping 
district that “just grows.” The planned cen- 
ter can be developed as part of a complete 
retail system, with attention to balance and 
mix of stores, provision of ancillary features 
such as parking, and needs of the community 
to be served. The merchants’ associations can 
be a vital link in this system, fostering com- 
petition co-operation and joint promotion. 


Analytic Guide for Reduction of Selling Ex- 
pense. Nathan Katz, Journal of Retailing, 
Spring, 1960, pp. 36-41. [s.c.H.] 


Five major steps in reducing retailing ex- 
pense are: I. Introduce flexibility in the use 
of selling personnel. II. Use compensation 
plans to increase clerical productivity. III. 
Simplify the selling process. IV. Improve floor 
layouts and fixturing. V. Analyze the char- 
acter of sales transactions. Detailed sub- 
questions are suggested under each of these 
topics, 


Drug Chains Giving More Space to Fewer 
Items. Chain Store Age, March, 1960, p. 
42. [D.R.] 


With one eye on sales and the other on 
inventory, the drug chains are working toward 
more impressive offerings of fewer items in 
their sundries dept. The chains are pruning 
their stocks, eliminating accumulated dead- 
wood, in order to be able to devote more space 
to products with proven sales records. 

While the chains will keep exploring new 
departments, the trend is to control rigidly 
the number of items carried in one line. Em- 
phasis will be on the cream of the line—the 
handful of items that do the bulk of the 
business. 


Health Departments Make New Gain In Drug 
Stores. American Druggist, May 16, 1960, 
pp. 5-7. [D.R.] 


American Druggist’s annual survey of drug 
store sales by departments shows that those 
departments concerned with prescriptions, 
drugs, and other health products now account 
for 51 per cent of total drug store business— 
demonstrating that, “despite its involvement 
with other matters, retail pharmacy is devot- 
ing more time and attention than ever before 
to its truly professional functions of filling 
prescriptions and selling related health goods.” 

Outside the health goods departments, the 
biggest increases last year were shown by 


stationery, photographic goods and photofinish- 
ing. 


U. S. Offers New Benchmarks on the Number 
of Real Drug Stores. American Druggist, 
May 30, 1960, p. 22. [D.R.] 


For the first time since 1948, the U. S. 
Census Bureau has provided figures differenti- 
ating between bona fide drug stores—those 
operating prescription departments—and pro- 
prietary stores, which do not operate such 
departments. 

The 1958 Census of Distribution found a 
total of 51,448 drug stores with prescription 
sections, and 4,784 proprietary stores. 

The 1958 census also provides the first data 
in 10 years on the drug store fountain. It 
shows that the number of drug stores with 
fountains dropped from 33,429 in 1948 to 
24,093 in 1958. But sales in the average drug 
store with a fountain chalked up a bigger 
increase over the 10-year period than did sales 
in the average drug store without a fountain, 


Self-Service Growth Slows Down In Drug 
Stores. American Druggist, February 22, 
1960, pp, 5-6. [D.R.] 


In 1959, for the fourth straight year, the 
growth of self-service in the drug trade slowed 
down a little from the rate of the year before. 

American Druggist’s latest annual study 
shows that, as of early 1960, there were 18,923 
self-service drug stores in the U. S., compared 
with 17,020 a year earlier. 

A self-service drug store is defined as one 
in which 50 per cent or more of the selling 
area is devoted to merchandise displayed on 
fixtures which are completely accessible to cus- 
tomers. 

Among chain drug stores, 59.1 per cent are 
now on self-service; among independents, 35.2 
per cent are on self-service. 


Annual Prescription Survey. American Drug- 
gist, March 21, 1960, pp. 5-9. [D.R.] 


The retail value of prescriptions filled in 


103 


U. S. drug stores rose 10.2 per cent in 1959, 
reaching a total of $1,980,066,000. 

This means the prescription department now 
accounts for 26.9 per cent of total drug store 
business, American Druggist’s annual prescrip- 
tion survey indicates. 

Last year, the average prescription price was 
$3.14, compared with $3.08 in 1958. The aver- 
age physician wrote 2,570 prescriptions—4.3 
per cent more than he wrote in 1958. 

The average family spent $35.80 on prescrip- 
tions in 1959, compared with $33.09 in 1958. 


How Druggists Are Doing On 12 Major Sun- 
dries. Paul C. Olsen, Drug Topics, Febru- 
ary 29, 1960, p. 16. [D.R.] 


A survey shows that, among top volume 
stores (those doing over $300,000 in annual 
volume), portable radios are carried by 37 per 
cent of independents and 32 per cent of chain 
units. 

Phonograph record players are carried by 
18 per cent of the big independents and 33 
per cent of the big chains. 

Similar data are offered on other sundries— 
table model radios, phonograph records, radio 
and TV tubes, testing service for radio and 
TV, electric and hand operated hair clippers, 
electric body massagers, electric foot massag- 
ers, women’s hosiery, and kitchenware. 


10-Chain Study of Non-Foods Discloses Re- 
tailers Still Groping for Yardsticks. Food 
Topics, March, 1960, pp. 6, 8, 10, 12, 14. 
[J.8.W.] 


During the past two years Professor William 
T. Bonwich of the University of Notre Dame 
has been examining the current status of 
nonfoods merchandise in the operations of ten 
large-volume grocery chains. This article gives 
a detailed report on this research. A number 
of subsidiary reports accompany the article, 
as well as useful tables of statistical and oper- 
ating data. 

All in all, Bonwich found a mixed pattern of 
reactions and results to the idea of stocking 
nonfoods. Some firms were successful in the 
merchandising of nonfoods; other companies 
have found them to be more bother than they 
are worth. Nevertheless, continued growth in 
the area is anticipated. . 


Industry’s Major Need: A Plan for Non-Foods. 
Food Topics, April, 1960, pp. 6-8, 12, 14. 
[J.8.W.] 


Major food chains are still operating their 
nonfood departments “by ear,” according to a 
recently-completed study of ten food chains. 
For instance, policies of departmental opera- 
tion are not in written form. There is a great 
variance in opinion as to desirable rates of 
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stock turnover, warehouse space to be devoted 
to nonfood storage, and similar policy matters. 
The role of the rack jobber in the sale of 
nonfoods is explored as well as store layout 
problems and space-sales ratios. Useful tables 
and charts accompany the article. 


Midcity, U.S.A., Starts Its Downtown Come- 
back. Laurence Alexander, Stores, March, 
1960, pp. 9-11. [3.s.w.] 


The decline of the downtown shopping area 
is of topical interest these days. Here is a case 
study of how one small city tackled the prob- 
lem, A thorough research was made into the 
present status of the downtown area including 
a look into shopper and retailer opinions about 
it. Retail promotion was used as the first step 
in the revitalization program for the downtown 
district. Other areas of activity were improve- 
ments in the traffic and parking facilities in 
the area and actual renovation of the district. 
A program of uniform night openings for 
stores was adopted, and morale-building meet- 
ings for downtown businessmen were sched- 
uled. A serious.problem was being faced in an 
organized fashion. 


1959 Grocery Sales Up 4.2% As Total Tops 
$50 Billion. R. W. Mueller, Progressive 
Grocer, April, 1960, pp. F1-F24.[J.s.w.| 


Anyone wishing current data on food re- 
tailing in the United States will find the an- 
nual survey made by Progressive Grocer a 
bonanza. This report for the year 1959 con- 
tains 24 pages which are chockful of the vital 
statistics of the grocery business. The year 
can be described as a good one for food re- 
tailers. 


The Untapped Frozen Food Market. Chain 
Store Age, Grocery Executives Edition, 
April, 1960, pp. 138-139, 141. [J.s.w.] 


Various chain organizations report that fro- 
zen foods account for percentages of total store 
sales which run from 2.1 per cent to more than 
10 per cent. This report gives a useful break- 
down of the 1959 chain frozen food market. 
The total amount of $1,089,000,000 is broken 
down by commodities, led by vegetables with 
24.8 per cent and juices with 22.6 per cent of 
the total. Trends are examined and the poten- 
tial of the frozen food market is assessed. The 
article is followed by many pages of listings 
of the various items being sold in frozen form 
as well as several merchandising know-how 
articles. 


Shopping Centers . .. Hotter than Ever. S. O. 
Kaylin, Chain Store Age, Grocery Execu- 
tives Edition, May, 1960, pp. E27-E58. 
[J.S.W.] 


MARKETING ARTICLES IN REVIEW 


This article is the Eighth Annual Report on 
Shopping Centers compiled by the Executive 
Editor of Chain Store Age. If the 900 new 
centers expected in 1960 are in fact established, 
the total number of shopping centers in the 
United States will be 4,500. It is further pre- 
dicted that the number will hit 10,000 by the 
end of 1965. Many of the present and antic- 
ipated problems of shopping center operations 
are aired, and extensive data on present leas- 
ing arrangements are given. 


The Dillon Study. (N.Y.: Progressive Grocer, 
1960) 112 pp. [J.s.w.] 


In the last decade Progressive Grocer has 
conducted four significant studies of super- 
market sales and profits. The theme of the 
Dillon Study is “how to increase sales without 
increasing operating expense or space in the 
grocery department, thereby lifting net prof- 
its.” The study contains “new facts on the 
dollar and unit sales, the profit performance, 
the space occupied, inventory and turnover on 
each of more than 500 product groups.” The 
study also appears in seven issues—from May 
through November, 1959—of the sponsoring 
publication, Progressive Grocer. 


The Retailer and His Resources. Bernard W. 
Smith. Stores, May, 1960, pp. 13-38. 
[J.S.w.] 


The National Retail Merchants Association 
(NRMA) is currently in its fiftieth year. To 
commemorate this event, Stores, the associa- 
tion’s monthly publication, will publish a series 
of special articles to be entitled “Guideposts to 
Tomorrow.” The first in the series deals with 
the knotty problem of retailer-resources rela- 
tionships. Professor Smith traces many facets 
of the problem over the fifty-year period. Such 
matters as legislation, discounts, private 
brands, and co-operative advertising are exam- 
ined. 


The Controller and Branch Store Operations. 
Joseph V. Pati, Retail Control, March, 
1959, pp. 7-15. [8.c.H.] 


Strong control systems over cash, merchan- 
dise, finances and expenses are needed in any 
department store operation. It is especially 
important that such controls be placed over 
branch stores and over branch-main store 
transactions because many of the opportunities 
for shrinkage and loss arising from the dis- 
crete location of the branches. Customer 
(charge account) files probably should be cen- 
tralized, and overhead expenses for central 
management should be allocated to the 

branches. 


1959 Controller’s Congress Convention Pro- 
ceedings, Part II. Retail Control, October, 
1959, pp. 1-161. [s.c.H.] 


In a session on “report-itis,’ Kenneth P. 
Mayes, Sam Fosdick, and Louis C. Moscarrello 
discuss ways to curb excessive and costly in- 
ternal reporting in department stores. They 
recommend that reports be confined to opera- 
tional information—if buyers are compensated 
only for gross margin and sales volume results 
they should not receive detailed cost break- 
downs. Prompt reports, even if slightly inac- 
curate or incomplete are preferable to more 
precise, but delayed, historical data. 

In another interesting session Leonard Ho- 
bert, Milton P. Brown, George Geer, James 
Noell and Ralph Walton discuss problems of 
branch store accounting, Walton believes that 
branches should be charged only with expenses 
under direct control of branch management. 

Professor Brown, on the other hand, believes 
that in many cases a distinction between 
“main” and “branch” stores is purely illusory 
and recommends appropriate allocation or dis- 
tribution of all overheads. A session on auto- 
mating accounts receivable points up the diffi- 
culties of account numbering and contrasts 
different systems. Other sessions concern oper- 
ation of self service units, general accounting 
problems of smaller stores and the over-all role 
of the controller in retail organization. 


Receiving & Marking On The Order Checking 
System. Loren C. Spademan, Retail Con- 
trol, January, 1960, pp. 21-32. [S.c.H.] 


J. L. Hudson Co. has found that it ean expe- 
dite receiving room operations by checking 
incoming shipments against copies of the orig- 
inal order placed with the vendor, rather than 
waiting for invoices. 


New Advances in Retail Budgeting. Howard 
M. Daniels, Retail Control, January, 1960, 
pp. 41-50. [S.c.H.] 


The preparation of a financial transactions 
budget for all responsible units within the 
store and its comparison with a summary of 
actual transactions will yield greater insight 
into the areas needing attention (the principle 
of management by exception) than will the 
conventional financial statement. 


American Discount Houses. Frank Meissner, 
Cartel, Part I, January, 1960, pp. 18-25; 
Part II, April, 1960, pp. 43-52. [S.c.H.] 


Part I notes that “discount sales” arise from 
many sources, but concentrates upon the full- 
fledged discount house as a prime example of 
the economics of competition. Prices, margins, 
and expenses of a number of well-known dis- 
count sellers are compared, to their advantage, 
with standard department store averages. Part 
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II studies the impact of discounting through a 
Hegelian analysis which concludes that retail 
margins are settling at a point somewhere 
between “rock-bottom” discounting and “old 
line” full margin operations. The two articles 
are also available as Vol. 84, No. 1 of the 
World Economics Archives (Weltwirtschaft- 
liches Archiv) of the University of Kiel. 


Compensating Buyers for Branch Responsi- 
bilities. Sam Flanel. Retail Control, Jan- 
uary, 1960, pp. 13-20. [s.c.H.] 


A Controller’s Congress survey of 47 depart- 
‘ ment stores revealed that most relied upon the 
bonus system to compensate buyers for the 
additional responsibilities resulting from the 
opening of new branches. Most bonus systems 
give buyers a predetermined percentage of de- 
partmental sales, dollar margin or dollar profit 
contribution, and hence branches almost auto- 
matically increase bonuses. 


The Supermarkets: What’s Happening? Mod- 


ern Packaging, May, 1960, pp. 83-89. 
[J.E.M.] 


Although written in terms of packaging 
development, this article is an appraisal of 
the supermarket. Despite record food store 
sales, more than half of the supermarkets 
which opened in 1959 did less business than 
anticipated. The area population per store is 
declining. In 1958 there were 9,300 persons 
per supermarket; today the figure is 7,300. 
Since the package is a strong factor in the 
growth of self-selection, any trends in the 
supermarket field will have a tremendous im- 
pact on packaging during the coming decade. 
At work are economic, technological, and social 
forces to challenge the imagination of every 
marketer of packaged goods. 


20. SALES MANAGEMENT 
AND SELLING 


The Subtle Sales Art of Questioning Prospects. 
Stuart Atkins, The American Salesman, 
April, 1960, pp. 58-64. [s.J.s.] 


Sales psychologist Atkins explains why some 
calls turn into verbal fencing matches instead 
of friendly mutual explorations of a buyer’s 
needs or problems. To improve communication 
he suggests, among other techniques, that the 
salesman switch temporarily from a direct to 
an indirect approach—from talker to listener. 
He gives several examples of direct and indi- 
rect approach techniques of communicating 
with prospects and concludes that the direct 
pressure techniques probably work best with a 
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high-pressure personality, but they can step 
on the psychological toes of the low-pressure 
individual. 

The technique of being a good listener is a 
well-established sales tool, but listening is 
widely regarded as a passive process. The au- 
thor then goes on to identify and describe the 
use of several active listening techniques which 
encourage the talker with comments designed 
to create a thoughtful, friendly atmosphere. 


Breaching the Buyer’s Psychological Wall. 
Stuart Atkins, The American Salesman, 
February, 1960, pp. 68-73. [s.J.s.] 


An expert tells what to do when logical sales 
talks fail to dent the defenses set up against 
a salesman by a prospect. According to this 
expert, the appearance of a defensive “wall” is 
a clue for a salesman to change his pace, to set 
up a field of agreement and stop making the 
call a contest of wills. 

Each human being is unique and so is each 
selling situation, but it is possible, however, 
to suggest generalized approaches which sales- 
men can use as starting points. The writer 
suggests appropriate strategies and tactics for 
handling types of prospects which he classifies 
as the bully, the complainer, the expert, the 
fence-sitter, the timid soul, and the silent 
sufferer. 


Are You Leading Salesmen with Too Much 


Promotion? W. A. Patrick, IJndustrial 
Marketing, March, 1960, pp. 60, 61. 
[J.E.M.] 


Salesmen were interviewed to determine if 
they were being overburdened with promo- 
tional material. Most said they were. As a 
result, five tips are advanced for industrial 
sales managers: (1) Give enough— but not too 
much promotional material; (2) Keep supplies 
current; (3) Send bulky displays direct to the 
distributors; (4) Fasten cartons with tape, not 
glue (easier to open and reclose); (5) Don’t 
ask the salesman to fill out promotional mate- 
rial inventory check lists. It is a chronic com- 
plaint of salesmen that they are overburdened, 
but the problem is finding a real measure of 
“enough but not too much” for the definition 
depends on who makes it. 


A Basic Guide to Managing Salesmen. W. J. 
Tobin, Industrial Marketing, March, 1960, 
pp. 64-82. [J.E.M.] 


This extensive guide places part of the blame 
for sales weaknesses at the door of sales man- 
agement. Much of it has also been weak. 
Management has failed to: (1) sell the visual 
sense; (2) plan; (3) mechanize selling; (4) 
develop fully the potential customer; (5) es- 
tablish permanent relations; (6) appreciate 
the power of words; and (7) relate products 
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to benefits, 
in detail. 


Each of these failures is analyzed 


The Complex Job cf Selling to Industry’s 
0.E.M.’s. Edward D. Fales, The American 
Salesman, April, 1959, pp. 49-61. [s.J.s.] 


Salesmen who sell components to O.E.M.’s 
(original equipment manufacturers) must 
serve as both technical and business consult- 
ants in one of the country’s fastest growing 
fields. O.E.M.’s buy products—which may be 
complete units in themselves, like motors or 
controllers, or may be parts like casings, bear- 
ings, fastenings or wheels—and use them as 
components in their own products. Then, they 
market the finished package, either to industry 
or to the public. 

O.E.M. selling is sparking a trend in selling 
toward more specialization. A salesman going 
into one of today’s huge industrial engineering 
departments knows that there are, in some 
companies, as many as one thousand engineers 
working on different aspects of and uses for 
the same basic product such as electric motors. 
The man who can talk, if necessary, to any one 
of these, obviously stands a good chance of 
having his product specified in original designs. 


Sees Personal Selling Reshaped by Social Sci- 
ences, as Advertising Has Been. L. Mercer 
Francisco, Advertising Age, January 19, 
1959, p. 86. [s.J.s.] 


The development of social sciences and of 
motivation research will have as profound in- 
fluences on personal selling in a few years as 
they have already had on advertising. For 
instance, the application of the new principles 
will increase the effectiveness of low-pressure 
selling. 

The low-pressure salesman encourages two- 
way communication between himself and the 
buyer. To use a term from cybernetics, he gets 
feedback from the prospect in response to what 
he says and does. When a digital computer is 
fed a given set of programmed data, it re- 
sponds with the proper feedback. The sales- 
man is, in effect, the programmer and the 
prospect the digital computer. 

Feedback from buyers is something that 
merchandising, advertising, and sales promo- 
tion cannot get and use, because communication 
in these activities is entirely one-way from the 
seller to the buyer. Because personal selling 
is the only form of selling that can encourage 
and make immediate, on-the-spot use of feed- 
back from the buyer, the salesman wiil always 
be the most potent factor in the entire distri- 
bution scheme. 


What Qualities Make an “Ideal” Industrial 
Salesman. Industrial Marketing, April, 


1960, pp. 43-46. [J.E.M.] 


Twelve industrial sales managers answer 
questions designed to determine the ideal in- 
dustrial salesman. These men state that the 
salesman must (1) think profit; (2) know his 
product; (3) solve problems; (4) be sincere; 
(5) be dynamic; (6) have imagination; (7) be 
aggressive; (8) be ambitious; (9) be helpful; 
(10) not be too technical; (11) know his cus- 
tomers; and (12) like his job. 


Basic Duties of the Modern Sales Department. 
E. J. Kelley and W. Lazer, Industrial 
Marketing, April, 1960, pp. 68-78. [J.E.M.] 


The systems approach to sales management 
as related to the marketing concept is dis- 
cussed by Kelley and Lazer. The thesis is that 
the sales manager’s “major responsibility is 
one of creating a growth atmosphere and plan- 
ning and co-ordinating sales force strategy in 
order to achieve company objectives.” A com- 
prehensive exploration of the over-all market- 
ing effort in terms of input, communication, 
and output is made. 


Pressure in Selling. Harold C. Cash, and W. J. 
E. Crissy, The Psychology of Selling, Vol. 
1, A Point of View for Salesmen, Person- 
nel Development, Inc., New York, 1957, 
pp. 41-50, [s.J.s.] 


The many different concepts of high-pressure 

selling may be classified as follows: 

1. Forceful persuasion, dominance, aggres- 
siveness. 

2. Lack of remorse, failure to consider pros- 
pect’s needs, dishonest claims for product. 

3. The opposite of factual selling. 

4. One writer distinguishes between high- 
pressure and aggressive selling on moral 
grounds. 

5. Causing purchase of excessive quantity, 
or purchase of unneeded merchandise. 

Some of the ways in which low-pressure 

selling has been defined are: 

Letting the customer make up his own 
mind. 

2. Creating value for the customer. 

8. Creation of demand by customer. 
4 
5 


An opportunity to buy. 
. Less pressure than high pressure. 

6. The opposite of high pressure. 

Thus the terms high-pressure and low-pres- 
sure selling are given many meanings. Actu- 
ally they are best viewed as opposites. The 
most trustworthy indication of pressure in 
selling is the customer’s interpretation of who 
control'ed the interview. Ideally, at the end of 
a sale the customer should feel that he made 
the buying decision. 


The Waning Role of the Salesman—as a Sales- 
man. E. B. Weiss, Advertising Age, May 
16, 1960, pp. 104, 105. [J.E.M.] 
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Weiss contends that the role of the salesman 
in performing the selling function itself has 
declined. He predicts that this trend will pick 
up momentum in the coming years. 


How Much Do Your Sales Cost? Charles H. 
Sevin, Irish Management, January, 1960, 
pp. 23-25. [W.L.] 


In most enterprises a small proportion of 
territories, customers, orders, or products ac- 
count for the bulk of the profits. Yet sales 
effort is often appropriated on the basis of 
numbers of customers or orders, rather than 
in proportion to actual and potential sales. 
Marketing costs are discussed as the key to 
locating unprofitable sales and wasted market- 
ing effort. Basic company records required 
for determining distribution costs and func- 
tion costs groups and allocation bases are dis- 
cussed. 


21. STORAGE AND 
TRANSPORTATION 


Size of Markets Versus Transport Costs in 
Industrial Location Surveys and Theory. 
Melvin L. Greenhut, The Journal of In- 
dustrial Economics, March, 1960, pp. 172- 
184. [S.c.H.] 


To be meaningful both location theory and 
empirical surveys must distinguish between 
demand factors and transport cost factors in- 
fiuencing optimum site selection. The theoreti- 
cal analysis is exemplified here by a number 
of equations exploring delivered price, mill net 
price, transport cost, and sales volume rela- 
tionships. Some suggestions on questionnaire 
construction are offered for the empirical sur- 
veys. 


Albert Fink and the Pooling System. D. T. 
Gilchrist, The Business History Review, 
Spring, 1960, pp. 24-50. [s.c.H.] 


Albert Fink of the L. & N. united the prin- 
cipal railroad systems of the United States 
into several major pools to share freight and 
stabilize rates as an offset to the destructive 
price wars that developed in the post-Civil War 
period. Although the pools were highly criti- 
cized by the Granger movement and were 
forbidden by the ICC Act, they were a con- 
structive force and tended to lessen rate dis- 
crimination. Fink developed important statis- 
tical concepts for railroad expense and revenue 
reporting, contributed greatly to ideas of scien- 
tific rate making, and provided the forerunners 
of the modern rate associations. 
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22. THEORIES IN 
MARKETING 


Communication Structure, Decision Structure, 
and Group Performance. Mark Mulder, 
Sociometry, March, 1960, pp. 1-13. [G.F.] 


This paper confirms the hypothesis that a 
high degree of centralization of decision proc- 
esses leads to better group performance of a 
task because the contribution of the individual 
group members can be integrated by the person 
in the central or leader position. The “wheel” 
organization of groups was shown to be su- 
perior to the leaderless circle in problem solv- 
ing time and quality of solution. 

Persons interested in controlling and co-ordi- 
nating the activities of salesmen will find an 
interesting perspective on the organizations of 
sales groups in this analysis. 


Interpersonal Communication, Group Solidar- 
ity, and Social Influence. E. H. Schein, 
Sociometry, June, 1960. [G.F.] 


Students who have pondered the ethics and 
mechanics of promotion will be intrigued by 
this account of what appears to be a boundary 
condition of persuasive communication—the 
art of “brainwashing” as practiced by the 
Chinese Communists on war prisoners captured 
in Korea. 

The conceptual model developed seeks to 
relate changes in values to the restraining 
forces of reduced interpersonal communica- 
tions in the form of restrictions on social rela- 
tionships and symbolic behavior, and in forcing 
role reversal between captive officers and en- 
listed men. Since the resultant social aliena- 
tion and physical jeopardy induces a highly 
unsatisfactory psychological state, “brain- 
washed” individuals seek social reintegration 
by accepting new definitions for existing con- 
cepts by placing concepts into new scales of 
evaluation, or by shifting neutral points which 
will influence the individual’s judgment and 
ultimately his collaborative behavior in the 
direction desired by his captors. 


The Trend Toward More Equal Distribution 
of Income. Lee Soltow, California Manage- 
ment Review, Summer, 1959, pp. 89-93. 
[L.L.H.] 


This article attempts to explain a change 
towards greater equality in the pattern of 
American income distribution. The most im- 


portant factor is considered to be greater 
equality in the distribution of education, Other 
factors are labor mobility, increase in per- 
centage of married men, urbanization, govern- 
ment action, union and corporate practices. 
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Market Classification Systems in Theory and 
Policy. Ralph W. Pfouts and C. E. Fer- 
guson, The Southern Economic Journal, 
October, 1959, pp. 111-118, [s.c.H.] 


Typologies for the classification of market 
competitiveness based solely upon demand elas- 
ticities suffer from a major theoretical inade- 
quacy, since they do not take into account the 
sellers’ views, or price-expectations, which will 
influence actual market behavior. The authors 
construct a system using a coefficient of con- 
jectural variation, but find that the subjective 
nature of the coefficient makes it impracticable 
for policy matters. A penetration coefficient, 
based upon Papandreou’s approach, measuring 
one firm’s ability to take sales away from 
another, seems the best, even if not a perfect, 
solution. 


Symbolic Logic and the Analysis of Social 
Organization. Hans Hoffman, Behavioral 
Science, October, 1959, pp. 288-298. [s.c.H.] 


Current interest in comparative marketing 
systems suggests that marketing students may 
soon need a notation system capable of classi- 
fying and disentangling the complex relation- 
ships found around the world. In this article 
Hoffman shows how the notations of symbolic 
logic may be used for a similar purpose. 

The available material on the complex co- 
habitation, marriage, and kinship rules of the 
Pawnee Indians are re-expressed in symbolic 
terms. The statements are then manipulated 
to derive further theorems, subject to empirical 
test, which can then serve to substantiate or 
deny the validity of the original propositions. 


“Cost Inflation” versus “Demand Inflation”: 
A Useful Distinction? William G. Bowen, 
The Southern Economic Journal, January, 
1960, pp. 199-206. [s.c.H.] 


Recently there have been many attempts to 
divide the analysis of inflation into such cate- 
gories as “cost inflation,” supposedly induced 
by administered wage and price policies, and 
“demand inflation,” supposedly resulting from 
excessive purchasing power. Defining infla- 
tion as an increase in a price index such as the 
CPI, Professor Bowen argues that the division 
provides concepts that simply are not simulta- 
neously testable and usable. Even under pure 
competition price increases are likely to result 
from simultaneous movement along both sup- 
ply and demand curves, and the increases 
cannot be allocated between the two. Under 
imperfect competition costs and prices are 
further interrelated and the division becomes 
even less useful. Instead Bowen recommends 
construction of an isoquantic curve relating 
unemployment (except for frictional unem- 
ployment) to annual rates of increase in the 
price level. Changes in monetary-fiscal policies 


should govern movement along the curve. On 
the other hand, changes in price and wage 
setting institutions would govern movement 
from one isoquant to another. 


Utility, Risk, and Linearity. G, C. Archibald, 
The Journal of Political Economy, October, 
1959, pp. 437-450. [L.L.H.] 


This article is concerned with analysis of 
choice in situations involving risk. An attempt 
is made to discover the implications for behav- 
ior of the Von Neumann-Morgenstern hypothe- 
sis that in risk situations the individual acts 
so as to maximize expected utility. The hy- 
pothesis excludes pleasures in, or aversions to, 
gambling. Certain tests of the validity and 
usefulness of this hypothesis are offered. 


What Scientists Do. Joseph J. Schwab, Be- 
havioral Science, January, 1960, pp. 1-27. 
[S.C.H.] 


This article offers some light for the ques- 
tion: “Is marketing a science?” An analysis 
of 4,000 scientific papers convinces Schwab 
that the scientific activities of scientists center 
around six major decision points, and that any 
one scientist is likely to exhibit relatively stable 
preference on these points during his career. 
(1) Choice of a principle of inquiry, i. e. the 
notions which initiate or guide the course of 
the research. A detailed classification of such 
principles is presented. (2) Evaluation of the 
principles during the research according to 
four criteria, to which different investigators 
assign different weights. (3) Choice of specific 
terms of investigation under conflicting criteria 
of reliability (precision, ease of specific and 
repetitive measurement), and validity (preser- 
vation of all of the richness and complexity of 
the “real world” subject matter). (4) Stable 
versus fluid research, (crudely, repetitive re- 
search versus pioneering or speculation). (5) 
Relative attention to invention and proposal 
of principles, data collection, or review and 
interpretation. (6) Attention to such consider- 
ations as desire to display virtuosity or to use 
a favorite technique. 


The Rational Properties of Scientific and 
Common-Sense Activities. Harold Gar- 
finkel, Behavioral Science, January, 1960, 
pp. 72-83. [S.Cc.H.] 


Much ciscussion in marketing centers around 
the question of “rationality”—e.g., the ration- 
ality of the consumer and the rationality of the 
entrepreneur. Garfinkel points out that ration- 
ality may have at least fourteen different 
attributes and/or definitions; and that four of 
these, concentrating mainly upon aspects of 
procedure and degree, may be quiie important 
for scientific research without being at all 
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crucial for every-day life. One can be rational 
without being a laboratory scientist or a phil- 
osopher. 


The Social Effect of Advertising. Raymond 
Breton, The Business Quarterly, Spring, 
1960, pp. 55-59. [8.c.H.] 


A criticism of advertising in our society, 
stressing the point that while advertising ac- 
cepts the established values of the community, 
it tends to change the rank-order of those 
values in indiscriminate fashion. Readers may 
be particularly interested in the discussion of 
the way in which Canadian advertising is now 
emphasizing “Canadianism.” 


Explanation and Comparative Dynamics in 
Social Science. John C. Harsanyi, Behav- 
ioral Science, April, 1960, pp. 136-145. 
[S.C.H.] 


Social science theories (probably including 
marketing theories) usually rely upon static 
explanations, such as equilibrium between or 
among the existing variables. Harsanyi argues 
that since social variables are influenced by 
past, as well as present, conditions, dynamic 
or historical analysis is much more appropri- 
ate. Dynamic models are likely to test out 
much better than static models upon applica- 
tion to the real world, since the latter really 
assume instantaneous adjustment between the 
variables, a patently absurd condition, On the 
other hand, the comparative dynamics recom- 
mended here could help in explaining how 
marketing institutions persist after the envir- 
onment changes. 


Papers and Proceedings of the Seventy Second 
Annual Meeting. American Economic Re- 
view, May, 1960, pp. 1-745. [s.c.H.] 


This year’s “Supplement” to the A. E. R. 
contains 656 pages of scholarly papers and 
discussions. As usual many, too many to sum- 
marize here, are devoted to topics relevant to 
marketing. Approximately seven sessions con- 
centrate on various problems of economic 
growth, in the United States, in Russia, and in 
underdeveloped countries. Public economic pol- 
icy and cyclical problems are discussed in sev- 
eral sections. One session, as usual, is devoted 
to transportation and public utility economics. 

One particularly relevant session concerns 
modern research on the theory of the firm. 
Julius Margolis’s “Sequential Decision Making 
in the Firm” shows how supposedly inefficient 
techniques, such as full-cost pricing, may be 
advisable under uncertainty. Kalman J. Cohen 
discusses the promises and limitations inherent 
in computer models for “Simulation of the 
Firm.” Jacob Marshak presents some com- 


ments on a “Theory of an Efficient Several- 
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Person Firm,” in which the aim is to maximize 
probable utilities for the firm and each decision 
maker handles only part of the problem. 
Thomas M. Whitin discusses several applica- 
tions of managerial economics: for example, 
inventory control, economic lot size models and 
linear programing; while Martin Shubik pre- 
sents a brief description of game theory ap- 
proaches. 

The theory of consumer behavior is the sub- 
ject of another relevant session. Arnold Zellner 
attacks the Friedman hypothesis that the ratio 
of permanent consumption to permanent in- 
come is independent of the level of permanent 
income. Zellner advances a tentative theory 
that the ratio varies with mean income and 
educational level within age groups. Robert 
M. Jones uses an analysis of the spending of 
windfall receipts (National Service Life In- 
surance dividends) te criticize another part of 
the Friedman theory. Jacob Mincer suggests 
an analysis of permanent and transitory in- 
come, separating the portions earned or re- 
ceived by the family head from those received 
by other members. F. Thomas Juster’s “Pre- 
diction and Consumer Buying Intentions” uses 
the results of two elaborate surveys of Con- 
sumers Union subscribers to consider two prob- 
lems: one is the way in which the wording of 
the question will influence the portion of re- 
spondents indicating and reporting fullfillment 
of intentions to buy; the other is the question 
(not solved as yet) of what causes variation 
from plans. Finally, John A. Brittain discusses 
“Some Neglected Features of Britain’s Income 
Leveling.” 


Symbols for Sale. Sidney J. Levy, Harvard 
Business Review, July-August, 1959, pp. 
117-124. [J.M.R.] 


It is the author’s contention that as behavior 
in the marketplace becomes increasingly elabo- 
rated, it also becomes increasingly symbolic. 
We are no longer economic men; we buy things 
not only for what they can do but for what 
their personal and social meanings may be. 

For the seller, a product’s symbol may be 
appropriate when it joins with, meshes with, 
adds to, or reinforces the way a consumer 
thinks about himself. People use symbols to 
distinguish sex, age, and social class. 

Here is a social scientist turned loose in the 
marketplace; many examples of product sym- 
bols are offered. Qualitative researchers will 
applaud; others may remain unconvinced; all 
marketeers will find this challenging. 


A Topological Model of Consumer Space Pref- 
erences. David L, Huff, Occasional Paper 
No. 11, Bureau of Business Research, Uni- 
versity of Washington, Seattle December, 
1959. [s.c.H.] 


The factors that seem to cause differences in 
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consumer propensity to go different distances 
for shopping and for other purposes are pre- 
sented in a series of graphic models. These 
are: (1) Elements affecting the consumers’ 
value system. (2) Elements affecting behavior- 
space perception. (3) Elements affecting move- 
ment imagery. (4) The restructing process. 
The graphs are then combined to show basic 
interactions, the interconnections between the 
elements are indicated, and these are then con- 
verted into a matrix for analytical purposes. 


Selected Sociological Concepts for Beginning 
Students in Sociology. Emory S. Bogardus, 
Sociology and Social Research, January- 
- February, 1960, pp. 200-208. [W.J.R.] 


For marketers and/or “marketologists,” this 
article contains very handy and concise defini- 
tions of 52 basic conceptions in sociology, al- 

phabetically arranged. Explained on the “.. . 
level of training of the freshman and sopho- 
more in college” are such fundamental con- 


cepts as accommodation, assimilation, commu- 
nication, conflict, deviant behavior, propaganda, 
social change, social mobility, social status, 
socializaton, and many others. 


Capitalist Ethics—Tough or Soft? Jack Hirsh- 
leifer, The Journal of Law and Economics, 
October, 1959, pp. 114-119. [s.c.H.] 


A criticism of the concept of “sentimental 
capitalism,” the idea that corporate managers 
act as trustees for the benefit of consumers, 
labor, stockholders and the public. The criti- 
cism rests upon three grounds: (1) the concept 
is false—businessmen do try to make profits, 
have their taxes reduced, and in general, seek 
their self-interest; (2) the concept is impos- 
sible—managers cannot simultaneously act as 
trustees for conflicting groups; (3) the concept 
is inadequate since it ignores the main force 
of the competitive system—the restraint and 
discipline imposed by the clash of competing 
interests. 
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ADVANCING MARKETING EFFICIENCY, Lynn H. 
Stockman, editor. (Chicago: American Marketing 
Association, 1959. Pp. xxi, 574. Members $4.00 
Non-Members $6.00.) 

MARKETING KEYS TO PROFITS IN THE 1960'S, 
Wenzil K. Dolva, editor. (Chicago: American 
Marketing Association, 1960. Pp. xv, 599. Members 
$5.00 Non-Members $7.50.) 


The two books listed above, neither of which 
has been reviewed before, are replete with 
significant and authoritative marketing mate- 
rial. Since it is absurd to try to review 151 
separate articles, we shall focus attention on 
a few highlights only. 

Advancing Marketing Efficiency, the record 
of speeches, panels, and papers delivered at 
the 41st national conference of the American 
Marketing Association in 1958 interprets new 
techniques in marketing, such as the use of 
simulators and games as educational tools for 
decision making, quantifying motivation in 


predicting consumer behavior, planned obso- 
lescence as a marketing policy, the strategy of 
market segmentation, implementing the mar- 
keting concept, the use of cost and margin 
data in retailing, new techniques in marketing 
research education, etc. _ 

Market segmentation includes a fascinating 
discussion of usage related to punitiveness. In 
other words, does a drug sell better if it tastes 
bad? The qualified answer is “No.” 

Deserving of study by top management in 
all lines of endeavor is a paper by Melvin 
Anshen explaining how the Bell system im- 
pregnated its staff (especially those connected 
with engineering and service) with the profit 
possibilities of the marketing concept through 
management development. 

The role of the government in marketing 
includes outlines of the vast amount of mar- 
keting data available from government sources 
—and how to use it to the best advantage. 
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This is followed by discussions of the govern- 
ment’s attitude toward mergers, price discrim- 
ination and current trends in public policy 
toward business. 

Under the general title of “Industrial Mar- 
keting Research in Action,” one paper delves 
into the problems of forecasting sales and 
markets for industrial goods. Another outlines 
interesting examples of the measurement of 
effectiveness of industrial advertising. One 
example shows how the advertising of C. A. 
Norgren Co. in The Tool Engineer acted as a 
magnet, picking good prospects out from the 
general readership. 

“Research Techniques of the 1960’s” follows 
through on the title of the entire book. Indica- 
tive is a paper by Pettersen Marzoni, Jr., di- 
rector of research, D’Arcy Advertising Com- 
pany, in which he writes: “And it seems 
inevitable that as marketing and analysis of 
marketing effectiveness come more and more to 
be put on a formal—not to say ‘scientific’— 
basis, then so must advertising effectiveness 
come more and more to such a basis.” Marzoni 
continues with the assertion that the impetus 
for increasing formal rigor in developing and 
evaluating marketing effectiveness is coming, 
and will continue to come, from business man- 
agements which must justify soaring market- 
ing expenditures to their stockholders. 

An allegation indicating how deeply motiva- 
tion research appears to be leading marketeers 
into the psyche is made by Wallace O. Yoder, 
associate professor of marketing at Indiana 
University in a study of behavioral research. 
Professor Yoder writes, “Perhaps the only 
real values which a buyer gets from any prod- 
uct or service are psycho-physiological values 
involving restoration of chemical balance with- 
in the body of the individual which occurs 
because the purchase action has released pent- 
up psychic tension.” 

Advancing Marketing Efficiency ends with 
Part Four, “Marketing Education,” in which 
new trends and techniques in marketing in- 
struction are outlined and discussed. 

Marketing Keys to Profits in the 1960’s opens 
with a paper on the job of marketing in the 
1960’s, by J. W. Keener, president of the B. F. 
Goodrich Co., and ends with a discussion of 
sources of defense market data by R. B. 
Whiting, economic advisor to the Assistant 
Secretary of Defense. 

Between these two studies the book covers 
marketing management, the role of the con- 
sumer in the 1960’s, industrial marketing, 
marketing research and special topics such as 
the possible impact of the Soviets upon world 
trade in the 1960's. 

The various papers are too numerous to 
review separately and too heterogeous to ex- 
amine as groups. It must suffice to throw a 
searchlight on a few exciting titles. Such, for 
instance, is “Dynamic Simulation Applied” 


where consumer orientation, distribution, in- 
ventories and other marketing factors are 
shown graphically so that management can 
evaluate marketing techniques and make mar- 
keting decisions. 

Another stimulating paper is entitled 
“Breakthroughs in Mail Marketing,” which 
predicts that during the ’60’s the scientific use 
of measurable mail campaigns will be added 
to marketing’s arsenal of major consumer 
sales techniques. 

How to predict consumer behavior is the 
gist of eight articles. Professor Thomas Juster 
of Amherst questions the results of much 
present day interviewing: “I intend to buy a 
car next year and I expect my income to go 
up,” may only mean, “I feel pretty optimistic 
about things generally.” 

Taken together as a two volume work on 
present day marketing problems, Advancing 
Marketing Efficiency and Marketing Keys to 
Profits in the 1960’s form a valuable reference 
work for top management executives, research- 
ers, advertising agency executives, sales man- 
agers, and teachers of marketing subjects. 
Both books have indices by subject at the 
front, and by author at the back. The subject 
matter of the two books covers a huge seg- 
ment of the thinking of today’s marketing 
experts. It also includes detailed data about 
exciting new techniques in marketing, sales 
promotion, advertising, market research, and 
marketing education. These books will un- 
doubtedly form the background for many fu- 
ture studies and articles. I wish I could have 
had them at hand when writing “Marketing in 
Latin America.” 


FRANK MONTGOMERY DUNBAUGH 
University of Miami 


MANAGEMENT OF INTERNATIONAL OPERATIONS, 
by John Fayerweather. (New York: McGraw-Hill 
Book Company, Inc., 1960, pp. xiv, 604. $9.50) 


Rapid economic growth in the more devel- 
oped areas of the world, stimulated by such 
influences as the European Economic Com- 
munity and the European Free Trade Associa- 
tion, and economic development of the under- 
developed areas of South America, Africa, and 
Asia is motivating an ever larger number of 
American business enterprises to establish in- 
ternational operations. However, the execu- 
tives of many of these companies have no 
knowledge or experience in the field, or at best 
a modicum from previous export activities; 
and they are finding the application of do- 
mestic administrative skills is insufficient. Yet, 
perhaps no area of management increasing in 
importance so rapidly has such a dearth of 
published instructional material. 

Although a few other publications have de- 
veloped some special aspects of international 
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business management, this is the first compre- 
hensive textbook on the subject. Also unique 
in any book in the international field, principles 
and cases are combined in one text for the 
first time. With this the student is exposed to 
the basic concepts and then provided the op- 
portunity to apply them in solving actual 
business problems. 

An admirable objective has been attained in 
presenting concisely the most significant pre- 
cepts applicable to managing an operating 
organization in a foreign country. Undoubt- 
edly it was an extremely difficult task since 
the author could not draw on ideas developed 
in other similar texts as is so frequently dore. 

The eight chapters encompass the universe 
of subjects essential to successful international 
operations. Starting with the meaning of in- 
ternational business management as distinct 
from domestic management, covered succes- 
sively in adequate detail are personal rela- 
tions, marketing, community relationships, 
labor relations, organization, financial manage- 
ment, and operating policies. The order of 
presentation may be questioned as to logical 
sequence in the development of an interna- 
tional organization, but no sequence ever satis- 
fies all readers. 

At the end of each chapter there are from 
four to thirteen realistic cases containing deci- 
sion requiring problems, or a total of forty- 
three. The inclusion of these is extremely 
valuable. Moreover, since most business cases 
are not confined exclusively to one business 
area, the author has made a useful contribu- 
tion by including frequent cross references 
throughout the body of the text to those in 
which the concepts must be applied. To assist 
the instructor the author has prepared a 
Teacher’s Manual in which the principal issues 
are summarized. 

In a few instances this reviewer would take 
issue with the author, but this may be based 
on differing foreign experience. For example, 
on pages 23-24 businessmen in foreign coun- 
tries are characterized as “individualistic,” 
whereas American businessmen are “group 
oriented.” In the reviewer’s experience, socially 
the citizen of another country may be individ- 
ualistic, but in his internal business relations 
he is extremely group oriented; so much so 
that he will go to great lengths to avoid being 
forced into making an individual decision as 
is quite common in an American business or- 
ganization. Furthermore, the author is seem- 
ingly inconsistent, for on page 282 he discusses 
at length “paternalism” in foreign business 
enterprises. Individualism and paternalism do 
not seem compatible, at least as the terms are 
commonly accepted. 

An apparent anomaly in presentation is that 
most of the principles, and a substantial num- 
ber of cases, are in terms of large business 
organizations. Yet on page 456 there is the 
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statement “. . . most manufacturing companies 
are too small to employ top-notch international 
financial operators ...” It may well be, in all 
fairness to the author, that acceptab'e maxims 
of international management may have been 
developed only in large businesses and these 
are the ones which must be drawn upon. A 
rebuttal may also be offered that concepts are 
equally applicable to large and small organiza- 
tions. 

Some cases may also be criticized on the 
basis that they tend to be concerned with 
problems at the policy level—problems which 
can be decided only by the Board of Directors 
—rather than with those at the management 
level. These problems necessarily are quite 
complex, and the cases are lengthy. Two ex- 
amples of this are the American Metal Com- 
pany (pages 293 to 321), and the Agro Com- 
pany (pages 321 to 342). Of course, case 
philosophies differ widely; at one extreme 
there is the “Harvard Philosophy” which pre- 
fers a long, complex, policy type, and at the 
other the “Small School Philosophy” which 
prefers one short, simple, and developing only 
a single point. Since few students who will 
have occasion to use the cases will ever reach 
the policy formation level in an organization, 
and then only after many years of experience, 
this reviewer favors a middle ground, a rela- 
tively short, management decision problem in- 
volving several related points but not at the 
policy level. Such cases as Alpha Rubber Com- 
pany (pages 160-164), Shave-all Company 
(pages 429-434), or Carmen Manufacturing 
Company (pages 554-558) have been found 
from several years of class experience at dif- 
ferent schools to be more useful in applying 
essential management principles and in devel- 
oping analytical ability than the long cases in 
which students tend to waste an excessive 
amount of time wading through minutiae and 
frequently missing the fundamental problem. 

Despite these criticisms, none of which is 
really serious, this text is a valuable addition 
to the all too limited field of international 
business. It will be especially useful for an 
advanced course in which development of ana- 
lytical ability is the primary objective. Even 
more important, it may stimulate academic 
administrators to give serious consideration to 
the need for expanded curriculum in this rap- 
idly growing area of business management. 


LAURENCE P. DOWD 
San Francisco State College 


THE PRICE DISCRIMINATION LAW, by Corwin D. 
Edwards. (Washington, D. C.: The Brookings Insti- 
tution, 1959. Pp. xxii, 698. $10.00) 


An effort to review twenty years of experi- 
ence under the Robinson-Patman Act is a 
staggering undertaking. As Dr. Edwards’ pref- 


- 


ace suggests, the circumstances under which 
the law has been applied have varied so widely 
that cases cannot be fitted into a few limited 
categories of business practice. The complexity 
of relationships affected by the law is so great 
as to demand intensive analysis of a substan- 
tial portion of the cases brought if meaningful 
conclusions and principles are to be drawn. 

This book, therefore, is a scholarly work 
that cannot be used to gain a quick and pain- 
less understanding of the significance of the 
Robinson-Patman Act. It digs deeply by way 
of introduction into the legislative history and 
intent of the law, its content, and the way in 
which it has been enforced by the Federal 
Trade Commission. Then, in turn, it considers 
in detail eleven aspects of the application of 
Robinson-Patman, classified broadly by the 
type of discrimination, ranging from brokerage 
for large buying organizations to quantity, 
volume, and functional discounts. These chap- 
ters dealing with applications of the law are 
followed by three chapters which analyze the 
significance of major concepts with which the 
law is concerned: (1) injury to competition, 
(2) “meeting competition” as a defense and 
(3) “cost” as a justification for discriminating 
actions. Two concluding chapters present a 
summary appraisal of the Robinson-Patman 
Act and consider how it can be improved. 

This makes hard reading. In each of the 
eleven chapters dealing with substantive cate- 
gories of discriminatory practice, the author 
is compelled to describe in intricate detail the 
facts involved in each case before he can begin 
to draw conclusions and relate one case to 
another. As a result, the more casual reader, 
particularly the marketing practitioner, may 
be tempted to conclude that the application of 
the Robinson-Patman Act is too complex for 
him to understand and that he is best advised 
to leave this field exclusively to the lawyer 
and the economist. 

But the work is not intended for the casual 
reader. It is written for the lawyer, the éco- 
nomist, the teacher, and the marketer who is 
willing to devote the time and thought required 
to gain a full understanding of the effects of 
the application of Robinson-Patman. For those 
who make this investment, it provides a re- 
warding insight into the relationship between 
the implementation of public policy and busi- 
ness practice. 

As indicative of one of the approaches used, 
the analysis of cases directed at the payment 
and receipt of brokerage on purchases made 
for their own account by concerns doing a 
brokerage business describes: (a) the reasons 
underlying the practice, (b) the details of 
several principal cases, and (c) the effects on 
the companies or industries involved. In this 
instance, the author makes clear that although 
the practice was neither unfair nor a threat 
to competition, the fact that it was illegal 


under the Act radically changed marketing 
methods in several industries—canning and 
fresh produce, in particular. 

The section on discrimination by territorial 
pricing formuias expands this approach by 
considering: (1) the policy toward territorial 
discrimination before the Act; (2) the relation- 
ship between territorial discrimination and 
price-fixing and the emphasis on the latter in 
legal actions; (3) the frequency and a de- 
scription of cases brought by the FTC for a 
range of related actions—price fixing by for- 
mula, territorial discrimination, uniform deliv- 
ered prices, zone prices, and basing point 
prices—and (4) the effects of orders in these 
cases. These orders, and subsequent court de- 
cisions, it may be concluded have resulted in 
substantial changes in price quotation prac- 
tices—with a significant increase in the use of 
F. O. B. mill pricing and freight absorption, 
in place of basing-point prices. 

The section on effect of the application of 
the Robinson-Patman Act in this chapter and 
corresponding sections in other chapters are 
drawn from both Dr. Edwards’ analysis of 
changes in practices stemming from decisions 
and orders and interviews conducted by mem- 
bers of his staff with individuals in affected 
companies. This technique of gaining first- 
hand reactions, as the author points out, had 
important limitations and was generally “dis- 
appointing” for a range of reasons—changes 
in ownership, loss of records, conflicting state- 
ments, and limited time. Nevertheless, the 
lasting effects of the Act are given more mean- 
ing by the color and tone that is added through 
the interpretation of the views and practices 
of business people who were directly concerned. 

In his summary appraisal of Robinson- 
Patman, Dr. Edwards concludes that while the 
Act has provided protection against discrim- 
inatory pricing, it has only partially accom- 
plished its purpose of fostering competition by 
protecting small enterprises against predatory 
price-cutting and curbing discriminatory ac- 
tion that would give advantages to large 
buyers. He indicates a number of deficiencies 
—in particular the lack of liability of buyers 
who demand discriminatory concessions, the 
difficulty of enforcement since orders apply 
only to the company that has been proceeded 
aga ist, and the opportunities remaining to 
circumvent the law by selective buying and 
selling (i. e., choosing suppliers or customers) 
or by offer or demand for non-monetary serv- 
ices—delivery, credit, and access to goods in 
short supply. He submits that the present 
law can and should be improved and presents 
a variety of tentative alternative considera- 
tions—rather than concrete proposals—for this 
purpose. These must be read in detail to be 
understood and appreciated. 

The work, as described, is the first compre- 
hensive study of experience under the Robin- 
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son-Patman Act. The literature in the field— 
large as it is—deals primarily with specific 
issues and the implications of individual cases. 
As a result, it is not possible to contrast the 
book with any other analysis of comparable 
scope. 

For the marketer concerned with the appli- 
cation of the Act in a particular industry or 
to a given product, the frame-work, based on 
types of discrimination, will make it difficult to 
develop answers to the key question: Is this 
practice or possible innovation in my industry 
prohibited? In contrast, the attorney to whom 
he will likely turn with such a problem should 
find major elements of a solution from a care- 
ful study of the material presented. The eco- 
nomist, political scientist, or the teacher seek- 
ing a broader conceptual base for discussion of 
public policy development in economic fields 
will find the book an enriching, if taxing ex- 
perience. Dr. Edwards has not made Robinson- 
Patman crystal-clear, but he has covered the 
subject with thoroughness and the perception 
of a trained, experienced economist. 


RALPH L. GILLEN 
McKinsey & Company, Inc. 


ADVERTISING MANAGEMENT, by Neil H. Borden 
and Martin V. Marshall. (Revised Edition) (Home- 
wood, Illinois: Richard D. Irwin, Inc. 1959. Pp. xiii, 
1065. $10.00.) 


If an instructor’s teaching philosophy tends 
toward the practical, empirical case approach, 
he probably has in this remarkable collection 
of cases the best single advertising teaching 
aid in print. Not only are the eighty cases 
well selected, well documented, and well writ- 
ten but also adequate declaratory sections pre- 
cede the classified collections of cases so that 
a student may become somewhat oriented to 
the central problem in the case without exam- 
ining other references. This latter virtue 
might become a vice should it tend to make a 
student feel he has no need for the library. 

Actually, if we count each edition, this book 
is the fifth in line following the first edition 
of Borden’s Problems in Advertising (1927). 
The title has been changed twice, once in 1949 
to Advertising: Text and Cases, and, appar- 
ently in line with the swing toward emphasiz- 
ing marketing management, to the present, 
Advertising Management Text and Cases. Dr. 
Marshall, a former chairman of the AMA Na- 
tional Committee on the Teaching of Advertis- 
ing, is credited with having made a consider- 
able contribution to the present volume as Neil 
Borden’s co-author. 

There are five main sections. The first three 
chapters provide forty-one pages of back- 
ground reading on the overall advertising 
problem. The second and third sections con- 
tain a total of twenty-eight cases, of which 
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eight are centered around the use of advertis- 
ing to stimulate primary demand and twenty 
are devoted to directing attention toward the 
use of adyertising for stimulating selective 
demand. The largest section is number four, 
comprising forty-eight cases devoted to the 
task of conditioning the student in the plan- 
ning of advertising programs. This section is 
made up of three chapters concerned with the 
actual preparation of advertisements and fur- 
nishing the student good conditioning reading 
which the authors call “declaratory material.” 

The instructor will find that adequate han- 
dling of the cases in this book by the student 
requires that he be oriented in the field of 
marketing with no less than one basic market- 
ing course together with an introductory course 
in advertising. Such an academic prerequisite, 
or an equivalent experience in business, would 
seem to be minimal. Without this student 
prerequisite you either lose the poorly oriented 
student early in the session or you retard the 
proper, forward, mature motion of the class 
by spending too much class time on fundamen- 
tals. The level of sophistication in the case 
material of this book must be matched by the 
student in order to escape a cognitive void. 

Many of the practitioners and professors of 
advertising have stressed the fact that adver- 
tising is but one of the many techniques at the 
disposal of marketing managers in business. 
It is only in recent years, perhaps since the 
arsenal of democracy days of the early forties, 
that there is a general, proclaimed movement 
toward a synthesis of all marketing activities 
as a single integrated act. This is frequently 
referred to as the marketing mix. Borden and 
Marshall stress this point of view in the case 
delineations and in two declaratory parts of 
their book, chapters 3 and 6. 

Inclusion of another declaratory Chapter 13 
and a series of four cases specifically related 
to the advertising agency is worthwhile. It is 
bound to help condition the student to the 
agency-client relationship so necessary to an 
understanding of the contribution which mar- 
keting makes to business enterprise. 

Although the chronological organization of 
the material is functional and topically satis- 
factory for instructional purposes, it is easily 
rearranged should any instructor find that the 
sequence does not meet his needs. 

The book will enjoy good college acceptance 
and this reviewer respectfully suggests that it 
might well be made “must” reading for adver- 
tising executives—present and potential. 


WILLIAM L. DOREMUS 
New York University 


PROBABILITY AND STATISTICS FOR BUSINESS DE- 
CISIONS, by Robert Schlaifer (New York: McGraw- 
Hill Book Company, Inc. 1959. Pp. xii, 732. $11.50.) 


One of the most exciting intellectual develop- 
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ments of recent years has been the rational 
analysis of the economics of information in 
business decision making. The book under re- 
view not only makes an important scientific 
contribution to this field, it puts a rational 
and consistent approach to this subject within 
the reach of anyone capable of passing an 
undergraduate course in business statistics. 

The basic situation explored in this book in 
many different guises and in many fields of 
business is this: imagine a business decision 
that involves choosing one of several possible, 
well-defined acts. Assume further that the 
consequences of each act derend in a known 
manner on which of several different conditions 
or events holds—in the modern language, that 
the payoff table of other decision situations is 
given. In the face of uncertainty as to which 
of the possible events holds: 

1. How does one go about choosing the right 

act? 

2. How much is it worth to get information 
to reduce the uncertainty connected with 
the events? 

Schlaifer’s book starts with this approach: 

“1. Attach a definite numerical value to the 
consequences of every possible act given 
every possible event. 

“2. Attach a definite numerical weight to 
every possible event. 

“3. For each act separately, use these 
weights to compute a weighted average 
of all the values attached to that act. 

“4, Select the act whose weighted-average 
value is highest.” 

He explores the meaning in this simple 
minded procedure and goes on to show how it 
can be applied to illuminate a variety of busi- 
ness areas, such as: 

Inventory control, 

Waiting line problems, 
Acceptance sampling, and 
Marketing decisions. 

In the course of doing this, Schlaifer man- 
ages some exceptionally lucid expositions of 
probability theory and quantitative methods 
which have become important and popular in 
recent years. 

The unique contribution of this book is the 
adoption of the view that the weights referred 
to in Step 2 above can be treated as probabili- 
ties and that all of the powerful tools of prob- 
ability theory—in particular, Bayes theorem— 
are available to deal with these weights. 
Schlaifer, thus, commits himself whole-heart- 
edly to the so-called “personal probability” 
point of view expounded by L. J. Savage in 
The Foundation of Statistics. The use of Bayes 
theorem—rejected by the objectivist statisti- 
cians—has led to the term “Bayesian statis- 
tics” being applied to the approach. The merit 
of this approach is that it permits a rational 
answer to the question: “How much is it worth 
to havé additional information before acting?” 
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In most applications, especially in marketing 
research, what must be evaluated is not com- 
plete information but the partial information 
derived from samples. The most fascinating 
part of Schlaifer’s book is the use of Bayes 
theorem to this end. In broad outline the ap- 
proach is this: 

1. On the basis of the original assignment 
of weight or probabilities, an expected 
value of complete information is com- 
puted. 

2. A sample is taken and new weights— 
the posterior probabilities—are obtained 
on the basis of the original probabilities 
and the sample outcome by means of 
Bayes theorem. 

3. A new expected value of complete infor- 
mation is obtained using the posterior 
probabilities. 

4. The difference between the posterior and 
original expected values of complete in- 
formation represents the value of the 
information derived from the sample. 

5. To obtain the expected value of sample 
information before the sample is drawn, 
all possible sample outcomes for a sam- 
ple of a given size or type are weighted 
by probabilities derived from the original 
assignment of probabilities. This weight- 
ed average represents the expected value 
of the information from a sample of this 
size or type. It is a ceiling figure for the 
cost of sampling. At a figure less than 
this, research is a good buy—for you. 
If it costs more, you shouldn’t buy it. 

Schalifer’s book is more than an exposition 
of a new point of view. He covers areas of 
probability and statistics not generally covered 
in elementary texts, probably because no one 
has been able to cope with the expository 
problems as well as he has. 

One suspects that statistics and statistics 
books just aren’t going to be the same after 
this. This reviewer has found himself teaching 
and practicing statistics with a decidely split 
personality since reading Schlaifer. 

Anyone who has been unhappy with signifi- 
cance tests or with the idea of pure probability 
samples and randomization at all costs will 
find that Schlaifer’s approach points to a way 
out of the many embarrassing conflicts between 
objectivist statistics and common sense. 

In a sense the theme of the book is that the 
way to deal with common sense judgments is 
to articulate them so that one can take account 
of them explicitly, not repress them. This book 
is one of the first to expound the techniques 
needed to do this. The further development of 
such techniques is the next step in making 
statistics most useful in marketing decision 
making. 


MORRIS J. GOTTLIEB 
Market Facts, Inc. 


st 
i 
i 
. 
| 
422% 
| 


118 JOURNAL OF 


THE POWERFUL CONSUMER, by George Katona. 
New York: McGraw-Hill Book Company, Inc., 1960. 
p. ix, 276 $6.50) 


Many readers of the JOURNAL OF MAR- 
KETING will recognize familiar ground as 
they begin their reading of “The Powerful 
Consumer.” As the author indicates, this is 
one of the fruits of some fourteen years of 
work of the Survey Research Center of the 
University of Michigan. A growing stream of 
important studies have issued from the Center 
in this span of time. These studies have come 
to be awaited eagerly by many concerned with 
economic forecasting. 

To note earlier exposure to much of the 
factual matter in the book does not in any 
sense detract from its present desirability. In 
fact, the very preparation through prior ex- 
posure to some of the findings should facilitate 
the acceptance and comprehension of many of 
the author’s conclusions. There is set forth 
here, in considerable detail and in several 
perspectives, a careful documentation of the 
actual economic behavior as well as the beliefs 
and attitudes of several large cross sections of 
the American consumer. 

Many students of economics, and those who 
consider themselves concerned with the more 
practical problems of marketing, have dreamed 
of the opportunities that have been available 
to this author in preparation for this present 
work—comparatively large budgets, far-seeing 
friends and supporters, an excellent staff of 
well trained associates, and, above all, time in 
which to examine and re-examine the behavior 
of the American with his money. Such thought- 
ful and consistent study should provide mean- 
ingful insights into many of our economic 
concerns. That such meaningful insights have 
been derived is demonstrated over and over in 
the pages of this book. 

We are tempted to quote it at length for no 
chapter is without its real rewards. As the 
psychologically conditioned, economic insights 
are continually thrust against the laws of clas- 
sical economics one thing becomes increasingly 
clear. The classical laws were, by and large, 
fashioned at times in history before it was 
possible to envision any society other than one 
operating at, or near, the level of subsistence. 
That a people with a relatively large discre- 
tionary income would behave differently from 
a people near the level of subsistence could 
hardly have been imagined at a time when the 
whole notion of widely shared discretionary 
income was virtually impossible of conception. 

In the last year or two we have been hearing 
more and more about the need to examine com- 
ponent groups of the population with respect 
to their consumption potential. The observa- 
tions set forth here will provide strong sup- 
port for such views, as the author continually 
asserts the inaccuracy of simple, sweeping 
characterizations of the consuming public. 
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Whether this be behavior in the planning for 
and purchasing of durable goods or behavior 
in saving, he demonstrates that we are a richly 
varied people. Both the point in time and the 
nature of the goods with which we are con- 
cerned will have particular meanings to one 
group that will be quite different from those 
of another. 

The author’s training in psychology is of 
undoubted aid to him in making some of the 
distinctions that he does. Particularly reward- 
ing are his assessments of attitude change and 
how this comes about. 

The chapter on Rational Behavior has a 
particular appeal for this reviewer since it 
marks out a much more respectful and mean- 
ingful assessment of consumer behavior than 
is commonly found. In fact, throughout the 
present work the consistently clear de-simplifi- 
cation and classification in many important 
areas should provide the guide lines for other 
investigators of man and his money. We see 
this as necessary, basic reading for any serious 
student of marketing in America, anxious to 
relate meaningfully to the buying public. 

One view emerges repeatedly and unmistak- 
ably—John Q. Public is no dope to be diddled 
at will or to be impulsed into irrational spend- 
ing at the command of some outside force. 
Nor is he bound inexorably by some natural 
law of consumption. To indulge in one quote, 
“Habitual practices and lack of concern are 
occasionally abandoned in favor of circumspect 
behavior. And the principles and habits guid- 
ing the housewife in her daily routine are 
rarely whimsical or impulsive.” 

The Powerful Consumer could be equally 
characterized as “The Sensible Consumer.” 

This book is must reading for marketers 
hoping to understand and foretell the behavior 
of the American with his money. 


HENRY O. WHITESIDE 
J. Walter Thompson Company 


COLLLECTING FINANCIAL DATA BY CONSUMER 
PANEL TECHNIQUES, by Robert Ferber. (Urbana, 
Ill: University of lilinois, 1959. Pp. x, 177. $2.50.) 


This monograph is a technical report on a 
research project of the Inter-University Com- 
mittee for Research on Consumer Behavior. 
The study was financed by the Ford Founda- 
tion. The primary purpose of the project was 
“to determine the reliability with which quan- 
titative information on assets, debts, and re- 
lated financial information can be collected 
from consumers by survey techniques, along 
with such other family data as are needed for 
interpreting and predicting consumer savings 
behavior.” The panel approach was chosen 
over single interview cross-section surveys, as 
the former seemed to offer greater promise of 
securing knowledge of consumer finanicial 
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data, of the changes in such data over time, 
and of the relationships of both the data and 
the changes to family characteristics. 

The body of the report is a concise package 
of 76 pages. The remainder is made up of 
appendix material including a discussion of 
the sample design and copies of many of the 
letters, forms, and interviewer instructions 
used during the data collection phases. While 
this reviewer is in sympathy with detailed 
presentations of data collection materials, some 
of the letters might well have been omitted 
and the content of the remaining ones con- 
densed (complete formats including letter 
heads hardly needed to be reproduced) to be 
replaced by sample pages from the saving 
diary and expenditure diary. 

The unit of investigation was the “saving 
unit” defined as “those members of the con- 
sumer unit who pool their income and savings” 
(italics inserted). “Consumer unit” was de- 
fined as “all members of the same household 
who pool their incomes for common living 
expenses.” Thus, a consumer unit could in- 
clude more than one saving unit. The financial 
data collected from the participating saving 
units included asset data on annuities, life 
insurance, government bonds, stocks, brokerage 
accounts, real estate, loans outstanding, profit 
sharing plans, pension plans, saving accounts, 
checking accounts, cash holdings, and gifts 
and inheritances. The liabilities data covered 
mortgages, credit purchases, debts for services, 
and personal loans. 

The original sample was a probability sam- 
ple of 300 specific names selected from the 
Chicago metropolitan area in the fall of 1956. 
A two-stage, stratified, disproportionate sam- 
ple design with heavier sampling of the high 
income areas was used. Complete background 
interviews were achieved on only 183 saving 
units from this sample. These, in turn, were 
reduced to 116 units for the later phases of 
the study, primarily because of budget limita- 
tions. Ninety-one of the 116 “were still in the 
panel after five waves of interviews had been 
completed.” Thus, most of the analysis is 
based on relatively small numbers; however, 
the reader is appropriately warned of this 
throughout the monograph. 

Five interviews spaced over the period of one 
year were used to collect the data. A variety 
of data collection methods were employed in 
an attempt to maximize cooperation. As a 
result the 116 saving units in the panel phase 
faced 16 different combinations of forms and 
approaches for the five waves of data collec- 
tion. 

The operating results of the panel are 
treated in detail. An analysis of response 
rates, reasons for refusal, characteristics of 
those refusing, and costs are presented for 
both the background interview and the panel 
waves. The impact of thank you letters, gifts, 


and newspaper releases is discussed. Inter- 
viewer rapport, a critical element particularly 
in panel studies, is analyzed for each wave 
after the first on the basis of interviewer eval- 
uations. Both the saving diary and the expen- 
diture diary had poor reception; thus, the term 
“panel” in the title of the monograph refers 
to a pattern of repeated contacts with the 
same saving units and not to a continuous 
record. 

The analysis indicates that panel participa- 
tion over time apparently improved rapport, 
decreased the amount of information withheld 
as a result of direct refusal to supply partic- 
ular pieces of data, caused the saving unit to 
do more extensive consulting of records in 
answering questions, and increased the com- 
pleteness of the data by picking up informa- 
tion that had been either intentionally or unin- 
tentionally omitted by the respondent during 
preceding waves, These considerations plus 
the strong aspect of being able to measure 
levels and changes in the distribution of con- 
sumer savings over time through observations 
on the same families comprised the positive 
side of the panel approach to savings data. 

A chapter on data combination gives detailed 
treatment to the following three problems: 
(1) how to process data where the panel mem- 
ber supplied changes in holdings but refused 
to give absolute levels, (2) how to estimate 
data for missing reports of a panel member, 
and (3) what to do about data having varying 
degrees of reliability. 

In the first case it was assumed that certain 
identifiable saving unit characteristics were 
related to level of financial hoidings and that 
refusal to provide data on the absolute level 
of holdings did not disrupt such derived rela- 
tionships. Then a regression relationship was 
computed between identifiable saving unit char- 
acteristics and level of holdings for those mem- 
bers supplying data on absolute levels. This 
relationship became the estimating equation 
for the holdings levels of those panel members 
giving only change data. The extensive use of 
dummy variables in a O and 1 coding in this 
analysis should be of interest particularly to 
those who have not yet become well acquainted 
with this technique. 

The final chapter summarizes the findings 
of the analysis and deals with seven major 
problem areas with regard to the need for 
future investigation and with regard to what 
suggestions could be derived from this study 
for guiding that investigation. The problem 
of panel representativeness is among those 
cited. Unfortunately the analysis gave only 
limited attention to this area. If panel mem- 
bers behave in a somewhat different manner 
from non-panel members with regard to the 
data being observed, even very accurate knowl- 
edge of panel behavior is of limited value for 
generalizing to larger populations unless some 
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reasonable means can be devised to adjust the 
panel data for its biases. 

Ferber suggests that a conditioning bias 
might exist in regard to “distribution of sav- 
ings” but doubts its existence in regard to 
“allocation of incoming funds between spend- 
ing and savings.” It seems highly probably 
that if saving units that have not closely man- 
aged their financial affairs are enticed into 
the panel, they may soon become critical of 
their distribution of funds between saving and 
spending as well as of their distribution of 
their holdings within the savings categories. 
The 40 per cent increase in number of savings 
accounts that took place between the first and 
fifth waves may be some suggestion of the 
existence of just such a panel conditioned 
change. 

The monograph is a valuable addition to the 
literature on panel studies. The project has 
been well organized and the analysis thorough. 
Those interested in the panel technique as a 
method of data collection—both in general and 
in the specific case of financia] data—will want 
to emphasize Chapters III and V. Those pri- 
marily concerned about techniques of data ad- 
justment will be particularly interested in 
Chapter IV. 

HARRY E. ALLISON 


University of California 


THE YEARBOOK OF AGRICULTURE 1959, FOOD, 
U. S. Dept. of Agriculture. (Washington, D.C.: 
a aman Printing Office, 1959. Pp. xii, 736. 
2.25. 


Without equivocation, any person who grows 
food, manufactures food, or distributes food 
should own and use this book. It is possible 
to go even further and recommend that every 
home could use a copy. There is more than 
enough for all in this volume published by the 
Department of Agriculture. 

The 65 chapters of this book are jam-packed 
with information about weight control, food 
energy, vitamins, proteins, amino acids, fats, 
carbohydrates, calories, minerals, quality in 
food, costs, fads, habits, and nutrition pro- 
grams. The book is so designed, however, that 
one can deal with separate topics in full. It 
is possible, for example, to read a very good 
review of the up to date research information 
on the effects of calcium and phosphorus in the 
diet, close the book, and then at some later date 
read a very good review of the dietary effects 
of sodium, potassium and calcium. 

An excellent feature of this book is the two 
chapters titled, “Food in Our Lives” and “The 
Story of Nutrition,” which together review the 
historical developments in food nutrition. Bet- 
ter than the chapters themselves is a subse- 
quent question and answer section which at- 
tempts to answer the questions that laymen 
might ask about food. For example— 
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“Why can’t I eat and drink whatever I please 
and take vitamin and mineral capsules to 
make sure I get essential nutrients?” 

“A diet chosen by chance is not safe. It may 

lack protein and energy and other essential 

nutrients. It may supply too much carbohy- 
drate and not enough of the other essentials. 

Vitamin and mineral preparations cannot 

take the place of the food sources of nu- 

trients.” 

“Why is it necessary to blanch vegetables 

before freezing?” 

“Blanching is done by subjecting the veget- 

ables to steam or boilng water, followed by 

quick cooling in ice water. This process 
slows or stops the action of enzymes, which 
otherwise would cause off-flavors, color 
changes, and toughness in frozen vegetables. 

Blanching also tends to inactivate enzymes 

responsible for destruction of vitamins.” 

If there is any one message this book has, 
it is that a well balanced diet of foods of all 
types is utterly essential. It is pointed out 
again and again that we do not know every- 
thing about nutrition and the unknown factors 
which are not included in vitamin supplements 
and so forth, will be found in the natural 
foods. Thus the dieters and faddists may be 
harming themselves through failure to include 
these, as yet, unknown factors. 

Market research people will find better 
sources for factual marketing information than 
this volume. I doubt if they will find a better 
source of background information on foods, 

JOSEPH E. BRADLEY 
The Pillsbury Company 


FOOD PREFERENCES OF MEN IN THE U.S. ARMED 
FORCES, by David R. Peryam, Bernice W. Polemis, 
Joseph M. Kamen, Jan Eindhoven, and Francis J. 
Pilgrim. (Department of the Army, Quartermaster 
Research and Engineering Command, 1960. Pp. v, 
160. No price given.) 

The research for this book was initiated by 
what is now the U.S. Army Subsistence Center 
in Chicago. The objective was to get informa- 
tion on food acceptance that would be useful 
in Service menu planning, particulariy in iden- 
tifying problem foods. 

This is an unusually interesting report since 
it appeals both to the student of research 
techniques and to the student of food usage and 
human food preferences. 

Those interested in research techniques, will 
find a most comprehensive description of five 
surveys made with members of the U.S. Army 
as respondents. Each survey was designed for 
from 5,000 to 6,500 men and each resulted in 
over 93 per cent actually reporting. 

The sampling procedure was an adaptation 
of the method of block sampling used by the 
Bureau of the Census in making its population 
surveys. Sample selection involved three 
stages: 
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1. All Army installations of more than 500 
men were divided into four groups. All 
installations in the highest strength cate- 
gory were included. Each of the others 
was further classified by major geograph- 
ical area and type of military activity, 
then formed into sub-groups. From each 
sub-group, one was selected at random 
for surveying. 

2. Within each selected installation, all 
units submitting an individual morning 
report were listed by size. Those with 
more than 400 men were included, those 
with less were sampled by random proce- 
dure. 


3. Selection of individual respondents was 
based on the morning report. The first 
individual was selected by a random 
start; then every nth name was taken, 
n being determined by the sampling ratio 
for the unit. 


The population of interest was defined as all 
Army enlisted men in the United States; how- 
ever, certain groups or categories were ex- 
cluded, e.g., personnel on maneuvers, personnel 
en route within the United States and person- 
nel at installations of fewer than 500 men. 

Tests for bias with men omitted by this 
samp.e plan did not disclose significant varia- 
tion from those included. 

Space limits preclude a discussion of the 
excellent questionnaires employed, excellent 
both for clarity in conveying the question to 
respondent and for simplicity in securing com- 
prehensive replies. 

Also, it is not possible here to discuss ade- 
quately the carefully explained procedures, for 
example, eva.uation of the sampling plan, pos- 
sible sources of bias, administration of the 
surveys, and orientation of test teams. 

Quantification of preference ratings was 
based on hedonic scales with assigned values 
of from 1 to 9. Other possible ways to repre- 
sent the data are discussed. The main analy- 
sis of the data was based on mean ratings. 
In order to equate high preference with high 
ratings the scale categories were numbered 
from 1 for dislike extremely through 9 for 
like extremely. 

Another section deals with reproducibility of 
preferences, variability within a survey, varia- 
bility among surveys, variability within back- 
ground sub-groups, and differences among pop- 
ulations. 

One possible criticism is what seems to other 
than researchers to be repetition in explana- 
tion of procedures. However, for the student 
of techniques, these details of the planning, 
procedure, and analysis are most important. 

For those interested in food usage and 
human food preferences, there are thirty-one 
pages of tables covering characteristics of the 
respondents, relative preference status of foods 


and food classes and preference as a function 
of population characteristics. 


JOHN A. COLEMAN 
General Foods Research Center 


INDUSTRIAL PACKAGING, by Walter F. Friedman 
and Jerome J. Kipnees. (New York: John Wiley & 
Sons, Inc., 1960. Pp. xv, 536. $11.50) 


This book pioneers in the appraisal of pack- 
aging as it relates to the functions concerned 
with the preparation and protection of mer- 
chandise for shipment and distribution. 

The book enables the user of industrial 
packaging materials and equipment to establish 
criteria whereby the packaging of a given 
product can be effected on an engineering basis 
and controls can be established to maintain 
consistently a satisfactory level of product 
protection at minimum cost. 

In spite of the dynamic nature of packaging 
developments, the book does a laudable job of 
covering the latest technological advances and 
in this respect is of particular value to users 
of such materials. 

The book is well organized in three parts: 
The Scope of Industrial Packaging; Packaging 
Materials and Containers; and Packaging 
Methods and Equipment. 

The first part of the book gives a condensed 
description of the history of packaging in the 
United States and the size and composition of 
the industry. Such industry segments as pro- 
ducers, converters, machinery manufacturers, 
and service organizations are surveyed. In 
addition, resumes of the various generic types 
of packaging products for industrial usage are 
included. 

Within the first section is an interesting 
description of the package engineering func- 
tion. The growth of this specialized fieid is 
traced, touching upon its organizational niche, 
the functions of the materials, methods, and 
equipment engineers, and their educational re- 
quirements and opportunities. : 

The section closes with concise comparisons 
of Industry vs. Consumer packaging, listing 
the points of respective emphasis. The nature 
of industrial packaging, its relation to distri- 
bution hazards, and the cost factors of indus- 
trial packaging are also delineated. 

The second part of the book presents in 
detail considerations relating to seven major 
areas of industrial packaging materials and 
containers. 

The areas investigated are: Corrugated and 
Solid Fibreboard; Folding Cartons and Set-up 
Boxes; Shipping Sacks; Nailed Wooden Boxes 
and Crates; Wirebound and Cu.eated Contain- 
ers; ~vlindrical Shipping Containers; and 
Wra, og, Barrier, and Cushioning Materials. 

Each area investigated follows a consistent 
format of presentation beginning with brief 
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historical pictures broadening into highly de- 
tailed perspectives of construction and physical 
properties of each material, style and design 
characteristics, damage resistance evaluations, 
and techniques of application, to mention a 
few. 

Each generic classification contains numerous 
visual characterizations in terms of blueprint 
type drawings—sequence drawings of assembly 
and application procedures and photos of 
equipment and typical departmental layouts. 

In addition to these visual illustrations each 
section contains extremely useful tabular pre- 
sentations, such as puncture resistance and 
crush resistance values and dimensional rela- 
tions to such characteristics as thickness and 
weight. 

Part Three deals with packaging methods 
such as: Fastenings and Closure; Bundling 
and Reinforcing Methods, Materials, and 
Equipment; Easy-opening Devices; Marking, 
Labeling, and Coding Methods, Materials, and 
Equipment; and Packaging Equipment. 

The explanations are short, embracing com- 
prehensively all types of materials and meth- 
ods. Brief descriptions of the nature and 
definition of each and analysis of the proper 
principles of application are also included. 

The subject of machinery is approached in 
terms of functional classification and is sup- 
plemented by a comprehensive check list of 
almost 200 types of machinery arranged alpha- 
betically and a check list of items to be in- 
cluded on purchase orders for packaging 
equipment. 

The bibliography is extensive and is broken 
down into Texts and Manuals, Indexes and 
Lists, Carrier Agency Publications, Govern- 
ment Publications, Professional Organization 
Publications, and Commercial and Trade Asso- 
ciation Publications. Unfortunately, this im- 
portant reference to other sources of informa- 
tion is not classified by subject. 

The book is easy to read in spite of its 
exploration of many technical aspects. This is 
due to its outline type of presentation, its 
generous array of visual explanations, and the 
conciseness of its grammatical presentation. 

The book should have considerable value to 
marketing and sales personnel as well as to 
those whose job responsibility directly involves 
the application of industrial packaging prin- 
ciples. 

JAMES A. PROODIAN 
Modern Materials Handling 


RETAILING MANAGEMENT, by William R. Davidson 
and Paul L. Brown. (New York: The Ronald Press 
Company, 1960. Pp. viii, 809. $8.00.) 


Although both title and author order have 
been changed, this volume is a second edition 
of Retailing Principles and Practices published 
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seven years ago. The reader will note signifi- 
cant changes in this later edition, not so much 
in organization as in content and viewpoint. 
The title Retailing Management is perhaps 
somewhat broad, since the text deals mainly 
with retail store management, with little at- 
tention given to other areas of retailing man- 
agement problems, such as mail order retailing, 
automatic vending, or direct selling. 

The authors’ prime objectives may be ob- 
tained from the early pages: (1) to present 
the basic principles and techniques of retailing 
merchandising and store operation and (2) to 
emphasize the managerial approach. The first 
objective is implemented through a thorough 
and lucid presentation of “the policies, proce- 
dures, systems, and techniques . . . followed 
by more progressive and successful merchants.” 
The authors have sought to reveal and evaluate 
the very best and latest of recent practice. 

Even though the authors state the presenta- 
tion of principles as one of their objective:, 
they have avoided pointing these out as prin 
ciples. To the extent that they exist, instructor 
and student must flush them from the reading. 
Admittedly, this hunting requirement offers 
pedagogical advantages. Nevertheless, text- 
book writers should consider the merits of 
direct statements of principles, clearly identi- 
fied as such for the student. The need for 
theory in marketing is widely recognized. 
Sound theory depends upon identification and 
inter-relating of established principles. Spot- 
lighting principles in texts and elsewhere pro- 
vokes discussion and appraisal of them and 
should accelerate development of theory. 

The managerial approach, which distin- 
guishes this edition from the previous one, is 
sought through (a) the provision of cases and 
problems, to sharpen analytical and decision- 
making skills of students, and (b) orientation 
of a considerable portion of the material 
around “the basic managerial functions .. . 
planning, organizing, and controlling.” Not all 
readers will agree with this listing of mana- 
gerial functions, but the fact is noteworthy 
that the authors have made an effort to relate 
their subject matter to the taxonomy of ‘the 
management field. 

Part I provides some background material 
for the study of retailing management. This 
includes a discussion of the three managerial 
functions. Unfortunately, the presentation is 
too brief to give the student an appreciation 
of their significance for any and all types of 
management, including retail store manage- 
ment. The instructor may wish to assign, 
where lack of student background warrants, 
additional reading on the nature of the man- 
agement process. 

The remainder of Part I offers a discussion 
of reasons for studying retailing management, . 
as well as a statement of trends which charac- 
terize the “Dynamic Nature of Retailing.” 
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Some of the justifications for studying the 
subject apply more to retailing than to retail- 
ing management. This point is offered not so 
much as criticism but rather as observation, 
verified in other parts of the book as well, that 
transition to a managerial viewpoint, whether 
in text writing or business operations, requires 
a chipping away process rather than a dyna- 
miting approach. 

In parts II, III, and IV, the authors have 
succeeded quite well in relating the subjects to 
the managerial functions. Part II is entitled 
“Planning Initial Requirements and Proper 
Operating Facilities.” This section takes up 
considerations in starting a retail business, 
planning of location, and store planning. It is 
appropriate that the authors give early stress 
to financial planning (pp. 36-47), in view of 
the fact that significant numbers of retail 
business fail because of inadequate capital and 
capital planning. 

Part III deals with “Organization and Per- 
sonnel for Operation.” A desirable feature of 
this section is the separate, though brief, 
treatment accorded executive training needs 
and executive compensation. Part IV, “Mer- 
chandise Planning and Control,” offers a de- 
tailed explanation of the elements of inventory 
management, providing at the same time a 
picture of the inter-relatedness of planning 
and controlling in this area. 

Parts V through VII are devoted to pricing, 
buying and receiving merchandise, and sales 
promotion and customer services, respectively. 
Here, also, each subject is discussed in terms 
of the basic managerial functions. The discus- 
sion of merchandise managerial accounting is 
especially timely and appropriate. 

Part VIII, “Accounting Statements and the 
Cost Method of Accounting,” seeks to identify 
the nature and importance of accounting and 
expense management, as an element of the 
controlling function of retail store managers. 
Of special interest here is the treatment of 
expense center accounting and the related 
“production unit accounting.” 

This volume appears to provide more teach- 
ing flexibility than any other single, presently 
available, retailing management text. Thus, 
class discussion might center in the cases, or 
in the questions at the end of each chapter, 
or in the “selected incidents” provided. So far 
as may be determined this is the first text-case 
book available in this field. 

By being selective the instructor or reader 
can provide provocative discussion or reflection 
through use of some of the questions after 
each chapter. As for the cases, most are short 
enough to permit completion of discussion 
within one class period. Since there are about 
“sixty cases and problems,” changes in assign- 
ments may be made each semester. Those cases 
which were examined fairly closely by the re- 
viewer provided an “image of reality,” a diffi- 


cult characteristic to describe, but nonetheless 
important in stimulating interest in case anal- 
ysis. 

Placement and the absence of numbering or 
alphabetical indexing of cases represent possi- 
ble weaknesses in the organization of the text. 
Groups of cases are presented after each major 
part of the book, rather than after each chap- 
ter. This procedure might be more justifiable 
if the case issues related to more than one 
chapter; but for the most part each case is 
related to a single chapter. The book might 
have been even stronger if it had included 
some over-all or inter-area cases, especially 
in view of the authors’ recognition of the 
unity of management and the inter-relation- 
ships among the managerial functions. 

4. major value and contribution of this 
work is found in the direction in which the 
authors have attempted to take their sub- 
ject matter. It might be noted here that 
courses and programs in retailing and retail 
store management were not viewed too kindly 
in recent appraisals of collegiate business 
education.! For some the issue is whether the 
subject matter is, by nature, college or non- 
college level. Others see the problem in the 
way the subject matter is being presented in 
these courses. Considerable disagreement 
exists among educators and practitioners on 
these questions. One prediction can be made 
with relative certainty—widespread abandon- 
ment of these courses by collegiate schools of 
business in the next few years is highly un- 
likely. A more likely result will be increased 
efforts to improve present offerings in these 
areas. By incorporating considerable analy- 
tical and managerial material in the text, in 
seeking to relate the activities of retailing 
managers to the process and functions of 
management generally, and in including realis- 
tic case materials, the authors have recognized 
the challenge. 

DONALD G. HALPER 
Fresno State College 


THE BACKBONE OF RETAILING, by Jane Cahill. 
(New ‘ees Fairchild Publications, Inc., 1960. Pp. 99. 
$6.50. 


This is basically a do-it-yourself manual for 
the “small store” retailer. It starts with the 
premise that the independent is here to stay, 
in spite of increasing migration by stores to 
new shopping areas. The author points out 
that the small retail establishment has a funda- 
mental quality of stability which is derived 


1See R. A. Gordon and J. E. Howell, Higher 
Education for Business (New York: Columbia 
University Press, 1959), pp. 90ff.; also Frank 
C. Pierson, et. al., The Education of American 
Businessmen (New York: McGraw Hill Book 
Co., 1959), p. 438. 
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from its direct contact with the ultimate con- 
sumer. The definition of the small store, in 
contradistinction to the department store, the 
large chain, or the discount house, is objective 
in concept rather than subjective. A case 
history of a store in Coshocton, Ohio, operating 
since 1938 is cited as an example; its owner 
stating that “the smaller store buys for its 
customers whereas a chain or department store 
buys for its store or stores.” 

As editor of the column, “Experiences of 
Smaller Stores” in WOMEN’S WEAR DAILY, 
the author has had constant contact with small 
store operators. She cites, as convincing evi- 
dence of the fact that there is to be a continu- 
ance of this type of retailing, a study of 125 
shops made by WOMEN’S WEAR DAILY. 
This showed that, out of 125, only 20 went 
out of business during a five year period. 

In this book of 99 pages, there is advice for 
those planning to open a small store. Emphasis 
is put on the importance of the right buying 
sources and the acquisition of proper contacts 
with manufacturers. To meet the threat of 
shopping centers, the individual store owner 
is advised to participate in merchants’ associa- 
tions and by such affiliation hope to compete 
with the business-getting devices at the dis- 
posal of the larger enterprises. 

Specific case histories show how small stores, 
faced with competition, have dealt with this 
problem. An analogy can be drawn from the 
lesson that, since big fish eat little fish, it is 
better for little fish to travel in “schools” or 
be like symbions and ride along with the big 
ones. For example the smart small retailer 
plants his business in the path of traffic, ad- 
jacent to or near large specialty or department 
stores. 

Merchandising know-how and its vital rela- 
tion to success and failure is explained by Miss 
Cahill. Basic marketing information is termed 
essential before starting a new small business; 
and four criteria are cited by a merchant of 
Coral Gables, Florida, as fundamental: loca- 
tion, objective, sales potential, and inventory 
limitation. 

The small shop is, according to the author, 
ideally adapted to specialization. The pos- 
sibility of pin-pointing merchandise to cus- 
tomers in speciality shops by restricting mer- 
chandise to specific items is recommended. 

The importance of controls in records and 
inventory is stressed and the development of 
particular types of salesmanship suited to the 
little shop are explained. For example, the 
suggestion to never underestimate the power 
of the customer is made evident by 21 different 
ways individual stores greet customers. We 
find such variations as “May I help you?” 
favored by some, but taboo to others. Some 
use, “Good morning. How are you?” An- 
other prefers, “We have something for you, 
Mrs. Jones.” In one shop, “Hi” versus “Hello” 
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is protocol and whichever salutation is em- 
ployed classes the customer as damsel or 
dowager. Other greetings, which may appear 
patronizing, like “Are you being neglected?,” 
pay off. 

Suggestions of promotional methods at the 
disposal of the small store are discussed at 
length and “gimmicks” which have proved 
successful are offered as models. Attention 
getting devices such as premiums, use of mail- 
ing lists, advertising, displays, fashion shows, 
Clearance Sales, and special promotions are 
in every instance dramatized by name of 
owner, name of store, and location. 

In lieu of an index there is a table of con- 
tents which serves as a reference guide to the 
reader or to one looking for specific informa- 
tion. On those readers in the more rarified 
atmosphere of general marketing procedures, 
and not specifically identified with the rat race 
called Retailing, much of the material con- 
tained in this manual may be wasted. How- 
ever, the book is a factual, down-to-earth anal- 
ysis of the small store, designated as the back- 
bone of the retailing part of distributions. 


CHARLES LEBOUTILLIER 
Cannon Shoe Company, Baltimore 


ECONOMICS OF TRANSPORTATION, by Marvin L. 
Fair and Ernest W. Williams, Jr. (Revised Edition) 
(New York: Harper & Brothers, 1959. Pp. xiii, 684. 
$8.00) 

Fair and Williams are the first to reach the 
market with a revised textbook after the ex- 
tensive changes made during 1958 in the trans- 
portation laws. As a textbook in economic 
analysis, it leaves much to be desired. As a 
descriptive review of transportation problems, 
practices, and regulation, the authors can be 
proud of the result. Of the two types of mar- 
ket for the book—college class and general 
reader—the latter will be more satisfied. 

The authors define, and follow, an approach 
which they term “functional.” The “func- 
tional” description of the nature of the de- 
mand for and supply of transportation serv- 
ices and the “functional” discussion of the 
place of transportation in resource allocation 
are the bases for entitling the work Economics 
of Transportation. There is little economic 
analysis related to elementary economic theory 
and only one diagram of theoretical impor- 
tance—figure 41 on page 357. If the book goes 
to a second printing, the error concerning 
price and quantity in figure 41 as discussed 
on page 358 will undoubtedly be corrected. It 
can be hoped that the same basic diagram 
would then be used to show not only pricing 
under the basic postulate of “profit maximiza- 
tion” but of utility pricing under policies of 
market penetration, higher gross revenue at 
fixed levels of return on investment, and of in- 
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creasing frequency of service at present ca- 
pacity and cost patterns. 

The “functional” approach used presented 
the authors with a difficult task: the attempt 
to encompass both the derived demand for 
transportation of goods and the direct demand 
for transportation service as passengers with- 
in one framework of analysis. The result was 
unfortunate since the definition used brought 
all demand for transportation under the head- 
ing of derived demand. The economic signifi- 
cance of “derived” demand was thus confused. 

One other issue was handled in a confusing 
manner: the topic of economies resulting fron. 
large-scale production and economies resulting 
from traffic density. If there is information 
concerning the consequences of managerial ac- 
tion with respect to these two types of econo- 
mies, the evidence should be presented and de- 
lineated clearly. In this revised edition, the 
topic is first presented on page 290, raised 
again on page 355, continued on pages 622-623, 
and dropped without conclusive evidence on 
page 631. Williams’ chapter in the N.R.P.B. 
Transportation And National Policy (May 
1942) was much more concise—as to trends 
of possible managerial action on specific fac- 
tors. 

To their credit, the authors’ descriptions of 
the development of the various modes and serv- 
ices of transportation and the regulation of 
rates of, and entry into, the transportation in- 
dustry are thorough. The style of writing is 
excellent, with first sentences of paragraphs 
establishing the coverage. There is an over- 
view preceding each of the five parts of the 
book; however, the textbook organization called 
for more summarization than was given. Mar- 
keters will appreciate the emphasis on the need 
for effective marketing research, such as on 
page 265. 


Much of the emphasis in the book is still 
upon railroad problems. Undoubtedly this em- 
phasis is somewhat justified by the longer his- 
tory and regulation of this mode of transporta- 
tion. The authors balanced their presentation, 
however, by extensive comparisons of rail 
problems to those of other modes as well as 
by including up-to-date chapters on water and 
pipeline, air, and motor carriers. The authors 
are to be commended for their reorganization 
of chapters and coverage, for including the 
new material, and at the same time for short- 
ening the length of the book. 


In summary: for those who have immediate 
need of a descriptive history of transport prac- 
tices and problems including the 1958 changes 
in the law, this book can be recommended. For 
those schools which offer this course at the 
sophomore level, this revised edition is suffi- 
ciently elementary, and a suggested teaching 
outline is included. Other texts may be more 
appropriate for those who desire deeper pene- 
tration into the economics of transportation or 


for those schools which offer higher level 
courses. 
HARRY H. ELWELL, JR. 


University of Illinois 


PENSION FUNDS AND ECONOMIC POWER, by 
Paul P. Harbrecht, S. J. (New York: The Twentieth 
Century Fund, 1959. Pp. 328. $5.00.) 


Womb to tomb security plus boom to tomb 
affluence—or at least a governmental program 
designed to assure these benefits—-are vital in- 
gredients in any alert politician’s prescription 
for ballot-box success. The public’s desire for 
both is certainly understandable. In a complex, 
industrial civilization where the income and 
the outlook of the average family is tightly 
tied to the operations of business, it is no 
wonder that people are concerned about their 
jobs and their retirement incomes. It also ex- 
plains the rapid development of industrir] pen- 
sion funds which are growing at the rate of 
about $4 billion every year and already total 
well above 33 billion dollars. Obviously too 
this growth will accelerate. For what with 
high taxes and ever-rising living costs, it is 
almost impossible for the average man to set 
aside any of his earnings to provide for his 
old age. Therefore it was inevitable that he 
would demand public and private pension pro- 
grams to compensate him for his inability to 
make such arrangements on his own. 

Pension plans cost money, and this means 
funding. The significance of the tremendous 
growth in pension funding is examined and 
analyzed in this book, written as a report of 
the Twentieth Century Fund. Father Har- 
brecht, after looking penetratingly at the ob- 
jectives and structures of pension funds, pre- 
sents his findings in a comprehensive but read- 
able study of the subject in which he discusses 
their origins and describes their operations. 
Included also are the author’s thoughtful ob- 
servations on the impact these funds are hav- 
ing on the social and economic environment of 
modern America. 

Father Harbrecht starts his book with a 
descriptive history of the rise of the pension 
movement in private industry and illuminates 
his comments on the economic implications of 
pension funds by remarking on the activity of 
the stock market during the years of their 
expansion. In noting the force of these funds 
on our economy the author says, “The pension 
trusts are new and startling because they bear 
all the marks of the newest age of man and 
reflect the unique social and economic organi- 
zation of mid-twentieth century America. The 
wealth of the pension trusts is great, their 
growth is nothing less than explosive, and 
their economic powers have only begun to be 
exploited.” 

Lack of vesting is one of the most critical 
defects in the majority of pension plans Father 
Harbrecht believes. A vested plan is one in 
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which an employee is entitled to receive a 
benefit from the fund although he may not 
have reached the full requirements of age or 
service before leaving the employer. Only a 
limited number of funds have this vesting 
feature. “Many social thinkers,” states the 
author, “advocate widespread vesting provi- 
sions as a device to counteract the adverse 
effect on labor mobility that pension plans now 
have.” 

In speaking of the objectives of pension 
funds and weaknesses in the present structure 
of pension plan investment, the author analyzes 
the advantages and disadvantages of the roles 
of the employer and the employee in the eco- 
nomic and social activity of these trusts, the 
influence of labor union attitudes upon the 
formulation of pension policies, and the effect 
of statutory and regulatory provisions govern- 
ing the establishment and operation of pension 
plans. Through an evaluation of present gov- 
ernmental legislation, with particular refer- 
ence to the controls exercised by certain Fed- 
eral and state banking and investment laws, the 
reader is made aware of the various banking 
requirements that are influential in shaping 
the direction and scope of pension plans. 

Throughout his book the author raises the 
question, “Who is entitled to own the pension 
trust?” and points out that the employee whose 
money in the form of deferred wages is in- 
vested in the pension funds might logically be 
considered the owner of the trust but in actual- 
ity is not so held. He thinks it is a dilemma 
that the managers of the funds should be re- 
garded as the “owners,” holding that this con- 
centration of property in the hands of the 
managers implies a corresponding degree of 
economic power of which the investors are de- 
prived. His solution: “Corporations, bank- 
trustees, labor unions and the Federal Govern- 
ment should unite in their effort to effect con- 
trols over the concentration of financial power 
provided by pension trusts and thereby assure 
that the structure and investment policies of 
pension plans will provide for the future re- 
tirement security of the employee.” Since both 
Government and Labor are political in nature 
and politicians are not noted for their sound 
management of money, Father Harbrecht’s 
solution—though idealistic—might very well 
accomplish the reverse of what he hopes for. 

Father Harbrecht’s arguments are supported 
by numerous statistical charts and tables and 
an abundance of references to other significant 
reports and data collected through his years 
of research on the subject. This detailed in- 
formation will undoubtedly be of great value 
to serious students of economics or experts in 
pension planning and pension investment. But 
for readers who are merely searching for an 
understanding of the fundamental problems of 
pension programming they are, perhaps, a bit 
complex. Of far more value to such readers 
will be the concise summary at the end of each 
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chapter which gives an analysis of the data 
presented and reviews the significant charac- 
teristics of pension fund investments. 

Father Harbrecht’s book provides dramatic 
insight into American social history. His in- 
telligent presentation of a complicated but 
economically and socially most important sub- 
ject should attract a diverse and intelligent 
readership. 

JAMES M. BLACK 


The Pennsylvania Railroad Company 


BUSINESS EXPERIENCE WITH ELECTRONIC COM- 
PUTERS, by B. Conway, J. Gibbons, and D. E. 
Watts. (New York: Controllers Institute Research 
Foundation, Inc., 1959. Pp. 191. $5.00.) 


This book was published by the Controllers 
Institute Research Foundation as one of their 
series of publications in the general area of 
business electronics. The manuscript was pre- 
pared by representatives of Price Waterhouse 
& Co. In order to put the book on a broad 
base of actual electronic experience, Price 
Waterhouse & Co. surveyed a number of busi- 
nesses using electronic data processing and 
apparently obtained adequate disclosure of 
both difficulty and failure as well as success. 

The book goes into very great detail in dis- 
cussing both the rationale against which deci- 
sions may be made and of the processes a com- 
pany may employ in all stages of its computer 
program from the establishment of feasibility 
through its installation to the programming 
and conversion of applications. The titles of 
the six parts of the book illustrate the com- 
pleteness of its scope. Part 1: Making the De- 
cision. Part 2: Preparing for and Introducing 
Electronic Equipment: Company Education 
and the Programming Group. Part 3: Pre- 
paring for and Introducing Electronic Equip- 
ment: Development of the Applications and 
Conversion from Prior Methods. Part 4: Op- 
erating Electronic Equipment. Part 5: Rela- 
tions with the Manufacturer. Part 6: Some 
Unresolved Matters and Some Thoughts for 
the Next Five Years. The book is competently 
written and thoroughly covers the field. 

The authors indicate that the fundamental 
decisions relative to EDP installation are of 
the same nature as decisions relative to major 
plant expansion; major management decisions. 
They put forth in great detail the elements of 
the decisions and stages of activity both in 
the study periods and the programming and 
conversion periods. There is no implication, 
however, that a manager who is not basically 
competent to make decisions of this magni- 
tude prior to reading the book will become 
competent upon its reading. A competent 


manager would profit by reviewing the book 
as a check list, or to obtain additional back- 
ground. 

It was a little surprising at first to see that 
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the book was written without any real pro- 
motional enthusiasm for EDP as such showing 
through. Upon further reflection it became 
apparent that the book makes a contribution 
due exactly to its clinical, non-crusading pre- 
sentation. In many persons with zeal and 
great enthusiasm for the tremendous potential 
of EDP methods have not had full realization 
of the true nature of the ultimate problems 
that are encountered in business and commer- 
cial applications. If zeal or a crusading spirit 
can survive the clinical route outlined in this 
book, it will be well founded and will augur 
for a successful installation. 

If the EDP organization chart shown on 
page 80 is typical of those existing in com- 
panies using EDP, the difficulties of some in- 
stallations may, perhaps, be more readily un- 
derstood. There are as many layers of super- 
vision in this chart as some of the largest com- 
panies aspire to for their entire organization. 

Finally, it seems that the general state of 
the art as reflected through this study does 
not imply the extent of progress which cur- 
rently exists at the vanguard of leadership. 
Part 6 of the book is addressed to the future 
and suggests some of the means by which 
problems will be alleviated. It is important 
to realize that substantial progress has already 
been made in critical areas though it takes a 
fair amount of time for new concepts and 
principles to diffuse through the industry to 
become incorporated into the state of the art. 


PHILIP M. THOMPSON 
Market Research Corp. of America 


AN INTRODUCTION TO ELECTRONIC DATA PROC- 
ESSING, by Roger Nett & Stanley A. Hetzler. 
(Glencoe, Illinois: The Free Press, 1959. Pp. 287. 
$6.75.) 


This book is addressed to those coming to 
the field of electronic data processing as nov- 
ices. Its objective is to explain “. . . essen- 
tially what electronic computers are, how they 
operate, how they are programmed to do work, 
some of their numerous applications, and many 
organizational, training, and social-psychologi- 
cal problems encountered in their adoption.” 
As one would expect, the level of penetration 
along so broad an array of areas of knowledge 
is very slight. Complete books have been 
written about most of these areas un an indi- 
vidual basis. 

The book is an interesting combination of 
broad concepts in some areas and minute de- 
tail in others. It does not cover any of the 
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areas with any degree of completeness. At 
the detail level, the incompleteness is serious 
enough to raise concern about the concepts the 
reader may form. The examples on program- 
ming are likely to be confusing to the point 
of discouraging a reader from undertaking 
the field, if that should be his motivation for 
reading. At the broad concept level the book 
contains some stimulating insight into organi- 
zational and social-psychological areas of com- 
puter impact. A novice may find himself well 
over his head in these areas. Managers with 
experience or responsibility (present or poten- 
tial) in the computer area may profit by read- 
ing chapters 5 through 8, not to become com- 
petent in computer management, but as an- 
other source of thought. it is adequate for 
one who wishes to acquire a casual non-pro- 
fessional acquaintance with the computing 
field. 

The book discusses three broad areas: gen- 
eral background and history (Chapter 1), de- 
scription and principles of operation of com- 
puting systems (Chapters 2 through 4), and 
the computer within its organizational environ- 
ment (Chapters 5 through 8). 

The first part puts the computer in context 
with man’s general technological evolution and 
introduces the concept of automation as a 
process fundamental to that evolution. It makes 
some interesting speculation in future pro- 
jections of computer activity. 

The second part describes giant computer 
systems, both analog and digital, and many of 
their system components. It then introduces 
the concept of the machine language and pro- 
ceeds through various aspects of machine pro- 
gramming. It concludes by listing (in isola- 
tion) a few technical aspects of machine logic 
and circuitry. Do not be worried if you are 
frustrated and confused upon reading this 
section. It is neither cohesive nor complete. 

The third section makes a few references to 
some of the aspects of computer application 
in broad generic terms. It is a very inadequate 
treatment. It then proceeds to problems of 
personnel, organization, and training where 
the book is perhaps on soundest ground. 

The book has an appendix containing a 
catalog of electronic data processing machine 
systems. In a field that is progressing rapidly, 
it is simply impossible to get such a catalog 
in publication before it is significantly incom- 
plete. Such is the case here. 


PHILIP M. THOMPSON 
Market Research Corp. of America 
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SALES MANAGEMENT: DECISIONS, POLI- 
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Shows how the social and economic revolu- 
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TEMPORARY.OFFICE PERSONNEL Cleveland * Los Angeles * Kansas City 
= San Francisco * Milwaukee * Philadelphia 


Palo Alto * Van Nuys 
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SAMPLE DESIGN IN BUSINESS RESEARCH 


By W. Epwarps Deminc, New York Uni- 
versity. An accurate estimate of a situation is 
at once the goal and the justification of the 
use of statistical methods in business and in- 
dustry. This book not only sets forth the 
theoretical and practical principles underly- 
ing the creation and execution of valid, re- 
liable sampling designs, it also shows how to 
devise objective criteria for measuring the 


accuracy of results. Simple methods are pre- 
sented wherever possible. The most important 
of these is replication, a new method which, 
due to its computational and theoretical sim- 
plicity, is the most satisfactory sampling pro- 
cedure for the great majority of statistical 
problems in business and industry. 1960. 517 
pages. $12.00. 


METHODS OF REGIONAL ANALYSIS 
An Introduction to Regional Analysis 


By Water Isarv, University of Pennsyl- 
vania, In association with Davin F. Bram- 
HALL, Geratp A. P. Carrotuers, Jonn H. 
CuMBERLAND, Leon N. Moses, Dantet O. 
Price and Evcene W. ScHooier, Makes 
available in a simple and clear-cut form the 
techniques of regional analysis which have 
been shown to be valid. The virtues and limi- 


tations of each technique is set forth in such 
a way that the reader can judge its applica- 
bility to particular regional situations and 
problems. In addition, the book presents sev- 
eral new techniques which appear to be very 
promising, although they have not as yet been 
tested. 19€9. Approx. 768 pages. $9.50. 


Send for examination copies. 
JOHN WILEY « SONS, Inc., 440 Park Avenue South, New York 16, N. Y. 


YOU'VE BEEN WAITING ...... NOW HERE IT IS!!! 


“DYNAMIC MARKETING IN A 
CHANGING WORLD” 


Proceedings of the 43rd National Conference of the American Marketing Association— 
The Conference that stirred the marketing world 


Over 600 information-packed pages—a reference book on the most vital marketing subjects by 
some of the most prominent authorities in the field. Here are a few typical topics: 


* Marketing Decision-Making: A Management 
Revolution Under Way 


* The New Product Function—Marketing of 
Grocery and Drug Packaged Goods 


* Consumer Goods and Services 

* The Government Market in the 1960's 

Agricultural Marketing 

* Growing Foreign Competition 

* Marketing Criteria for Product Line 
Diversification 


Member price: $5.00 


* Marketing Intelligence for a Changing World 


* The Role of Marketing Research in Product 
Planning 


* The Shifting Pattern of Consumer Goods 
Distribution 


* Marketing Management for a Changing World 
* Forward Steps in Measurement of Advertising 


* New Methods and Sources in International 
Marketing Research 


* The Changing Channels of Industrial 
Distribution 


Non-Member price: $7.50 
AMERICAN MARKETING ASSOCIATION, 27 East Monroe Street, Chicago 3, Illinois 
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American Greetings Corporation realizes 
$90,000 annual savings with airborne warehouse 


Facing increased warehousing and ship- 
ping costs, American Greetings called 
American Airlines Distribution Consult- 
ants in May, 1958. The resulting audit 
outlined a program to increase profits and 
lower costs $90,000 a year. 

American Greetings now ships by air 
from Cleveland to Los Angeles and San 
Francisco. From these points, with local 
warehousing eliminated, merchandise is 
supplied to 6500 retailers. In 72 hours, 
the needs of dealers in a 10-state area 


can be quickly and economically met. 
Sales and profits have gone up. The pro- 
gram has proven so successful it is soon 
to be extended to other markets. 
American Greetings’ experience is an 
example of how American AIRfreight 
contributes to the efficient, profitable 
operation of American business. 


AMERICAN AIRLINES =AIRfreight 


America's Leading Airline 
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PROBLEM: What is the easiest way to keep abreast of 
the rapid developments in marketing? 


SO LUTION: Attend the A.M.A. 1960 Winter Confer- 


ence at St. Louis. 


The general theme of the St. Louis Winter Conference is 
Marketing: A Maturing Discipline. To keep abreast of the ma- 
turing marketing educational effort, the maturing marketing 
philosophy, the maturing marketing technology, and the ma- 
turing sense of marketing responsibility, plan to attend A.M.A.’s 
1960 Winter Conference. 


The program includes many small and large sessions featur- 
ing such subjects as: What are the contributions of mathematics 
to marketing?, New concepts and measures of distribution 
costs, Decision simulation applied to Sales Management, New 
techniques for marketing research, Report of a survey on con- 
tent and method in the teachirig of advertising, and many others. 


This year’s host city, St. Louis, is eager to help you combine 
an educational experience with a relaxing change of scenery. 
St. Louis is an old city with young ideas, just as marketing 
has come of age by incorporating new thoughts and concepts. 


Do your conference planning early. Turn your calendar now 
to December and put a circle around 28, 29, and 30. Reserva- 


tion form will be mailed soon. Watch for it-—and return it 
promptly. 


1960 WINTER CONFERENCE 
AMERICAN MARKETING ASSOCIATION 
Hotel Coronado, St. Louis December 28, 29, 30 
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Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


From October, 1959, issue 


“Public Relations and the Challenge of the 
Marketing Revolution,” Lesly. 


“How to Evaluate Your Company Image,” 
Bolger. 


“Creative Marketing of Life Insurance,” 
Morrill. 


“The Scope of the Military Market,” Wei- 
denbaum. 


“Dealing with Missing Information in Sur- 
veys,” Lansing & Eapen. 


“Contributions of Sociology to Marketing,” 
Jonassen. 


“Sociologists and Marketologists,” Bartels. 


“A New Way to Determine Buying Deci- 
sions,” Pessemier. 


“Respectability for Marketing?” Borton. 


“Toward a Theory of Leisure-Spending Be- 
havior,” Fisk. 


From January, 1960, issue 
“Marketing’s Job For the 1960s,” Keener. 


“Economic and Marketing Predictions for 
1960,” Schweiger and Sprinkel. 


“Psychological Dimensions of Consumer De- 
cision,” Woods. 


“Decision Making in Industrial Marketing,” 
Hirsch. 


“Brand Perception as Related to Age, In- 
come, and Education,” Munn. 


“The Marketing Revolution,” Keith. 


“Suggested Changes in Census Classifica- 
tions of Retail Trade,” Entenberg. 


“European Markets and American Busi- 
ness,” Malcuit and Slesinger. 


“Effective Marketing of Jewelry,” Sarett. 
“IPSO in Industrial Advertising,” Kohlman. 


May be ordered now at $1.00 per copy 


From April, 1960, issue 

“Growth and Profits Through Planned Mar- 
keting Innovation,” Levitt. 

“Retailing in the Soviet Union,” Goldman. 

“Advertising, Mass Communication, and 
Tax Deduction,” Wedding. 

“The Distribution of Industrial Electrical 
Products,” Lewis. 

“Test Marketing of New Consumer Prod- 
ucts,” Ladik, Kent, & Nahl. 

“What Does Automation Mean to the Mar- 
keting Man?” Head. 

“Problems Peculiar to Export Sales Fore- 
casting,” Anderson, 

“Self-Service in Retailing,” Regan. 

“Myths About Convenience Food Costs,” 
Crist. 

“The Outlook for Capital Spending in the 
1960s,” Cullen. 

“Trends in State Margarine Legislation,” 
Ladd 

“Mathematical Models of Market Simula- 
tion,” Schenk. 

“Simple Surveys 
Payne. 


for Legal Evidence,” 


From July, 1960, issue 

“Is the United States Being Priced Out of 
World Markets?” Dowd. 

“The ABCs of ARF’s PARM,” Lucas. 

“Business Gaming for Marketing Decisions,” 
Greene. 

“Pinpointing Prospects for Industrial 
Sales,” Hummel. 

“Intentions to Purchase Related to Con- 
sumer Characteristics,” Namias. 

“The Wheel of Retailing,” Hollander. 

“Supply Considerations and Shopper Con- 
venience,” Bliss. 

“Marketing Predictions from Consumer At- 
titudinal Data,” Paranka. 

“What is ‘New’ About a New Product?” 
Wasson. 


“The American Marketing Association in 
1960,” Twedt. 


Reprints of all articles are available at the following prices (as long as the supply lasts) : 


Single reprint $1.00 
Two reprints 1.50 
Three reprints 1.80 


Four to 99, each $ .50 
First 100 40.00 
Additional 100s, each 20.00 


(Special prices for large quantities) 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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Recommended McGraw-Hill Rooks 


CREDIT AND COLLECTION PRINCIPLES 
AND PRACTICE, Seventh Edition 


By Albert F. Chapin and George E. Hassett, Jr., New York University. 
589 pages, $7.50. 


MANAGEMENT OF INTERNATIONAL 
OPERATIONS: Text and Cases 


By John Fayerweather, Columbia University. 604 pages, $9.50. 


THE POWERFUL CONSUMER 


By George Katona, University of Michigan. 276 pages, $6.50. 


MANAGEMENT IN MARKETING 


By Hector Lazo and Arnold Corbin, New York University. Ready in 
January. 


SUCCESSFUL TELEVISION AND RADIO 
ADVERTISING 


By Gene F. Seehafer, Needham, Louis and Brorby, Inc., Chicago; and 
Jack W. Laemmar, J. Walter Thompson Company, Chicago. 672 pages, 
$9.75. 


ON THE WRITING OF ADVERTISING 


By Walter Weir, Donahue & Company, Inc., New York. 256 pages, 
$5.00. 


copies on 


330 West 42nd Street © 


McGraw-Hill Book Company, Inc. Send for L 


New York 36, N. Y. | approval 
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